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Let’s get down to earth... 


IMAGINE stealing three billion tons of earth every year! 
That’s what soil erosion has been doing. And this gigantic 
theft has cost farmers billions of patil For good cat is 
not dirt cheap. 


“Stop erosion!” has become the farmers’ war cry. Agri- 
cultural agencies have joined the farmers. Together, iw 
have watae to the farm machinery makers. They’ ve asked 
for bigger and better bulldozers, tractors, graders for neces- 
sary ditching and terracing. But to build this super farm 
machinery takes tougher steel, new alloys. 

Here is where UCC enters the allied offensive against 
erosion. Drawing on its vast engineering experience, UCC 
contributes sunduen motallargical eechniques and alloys. 
This co-operation with steel aaosseeilbiieonen helps the farm 
machinery makers . . . who then are able to give the farmers 
the equipment they need. 


“ 


How is the “war” going? The farmers are winning. Dust 





BAKELITE, KRENE, 
PrestT-O-LITE Acetylene «+ 
NATIONAL Carbons 


ELECTROMET Alloys and Metals » 
LINDE Oxygen * 
PRESTONE and TREK Anti Freezes 


Trade-marked Products of Divisions and Units include 
VINYON, 
PYROFAX Gas * 
EVEREADY Flashlights and Batteries + 
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bowls are vanishing. Sterile lands show signs of life. Yes, the 
farmers are winning their fight against soil erosion with a 
fo} fe) fe) 

combination of new equipment, revegetation and crop 
rotation. 

Union Carbide is proud of its part in this effort. And the 

| | 
people of UCC stand ready to help solve other problems... 
wherever better materials and processes are nee ded. 
| 


FREE: You are invited to send for the new illus- 
trated booklet, “Products and Processes.” which 
shows how science and industry use UCC’s 
Alloys, Chemicals, Carbons, Gases and s’lastics. 
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HOW T0 
IMPROVE YOUR POSITION 
IN THESE COMMODITIES 


SOYBEANS OIL AND LARD 
HIDES CORN 
COTTON WHEAT 


To help you make decisions in your speculative 
position in these commodities, regardless of the 
market trend. Commodity Trend Service offers 
you weekly bulletins containing sound market 
information plus on-the-spot telegrams as the 
situation requires. 








Current bulletins on these commodities see 
will be sent you in a hurry. Enclose 


COMMODITY TREND SERVICE 
120 Broadway New York 5, N.Y. 








Burroughs 


197th CONSECUTIVE CASH DIVIDEND 


A dividend of twenty cents ($.20) a share has 
been declared upon the stock of BURROUGHS 
ADDING MACHINE COMPANY, payable 
March 10, 1950 to shareholders of record at 
the close of business February 10, 1950. 


Detroit, Michigan, SHELDON F. HALL, 
January 13, 1950 Secretary 
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/ DIVIDEND NOTICES fi 
ee Lhe regular quarterly 
dividend of $2.00 per share on the De 
ncunie! Stock will be paid Feb. 1, 1950, 
to stockholders of record Jan. 23, 1950. 
‘A? mane so and VOTING 
COMMON: larte rly dividend of 
25 cents per ae, on the “A” Common 
and Voting Common Stocks will be paid 
Feb. 15, 1950, to stockholders of record 
Jan. 23, 1950. 

A. B. Newhall, Treasurer 
Dewnioon Mlanufachuing So. 


Framingham, Mass. 














COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at 
a meeting held January 16, 
1950. declared a quarterly 
dividend of $1.06% per 
share on the $4.25 Cumula 
tive Preferred Stock of the 
company, payable February 
15, 1950, to stockholders of 


A. SCHNEIDER, 
Vice-Pres. and Treas. 
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EXECUTIVE OFFICES: 122 East 42nd Street, New York 17, New York * MILLS: Hoquiam, Port Angeles, Shelton, Washington; Fernandina, Florida 
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Anywhere in the world where persons are cut off from normal sources 
of supply . . . food, fuel, medicine, and other necessities can be brought 
to them by air transport—even though landing facilities do not exist. 
The answer, of course, is the cargo parachute. 

These life-preserving ‘chutes usually are made, wholly or in part, 
from high-strength viscose rayon yarn, much the same kind of yarn that 
improves the wearing qualities of automobile and truck tires. And what 
is the yarn made from? Trees! 

In fact, more than eighty per cent of all viscose rayon and acetate 
yarns produced in this country are made from highly purified cellulose 
derived by chemical processes from wood. 


Rayonier supplies a large part of the highly purified wood cellulose 
used by domestic textile manufacturers for making viscose rayon and 
acetate yarns and staple fiber for wearing apparel, tire cord, draperies, 
rugs, and many other textile products. We alse supply large quantities 
of purified wood cellulose for the manufacture of cellophane and other 
transparent packaging materials. 


RAYONIER 


INCORPORATED 
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The Trend of Events 


A SIGNIFICANT MOVE ... The Douglas Committee 
of the Congressional Joint Economic Group, which 
has been investigating Federal financial policies since 
early last summer, has urged Congress to tell the 
Treasury that it must make its policies “consistent” 
with the Federal Reserve Board’s, and to tell both 
agencies that they must subordinate monetary, fiscal 
and credit policies to the objective of Maintaining 
national economic stability. The group rejected the 
notion that management of the Federal debt and se- 
curing low interest costs are more important than 
carrying out money and credit policies to counteract 
swings in the economy. The Federal Reserve, it held. 
must not be cramped by the obligation to carry out 
the Treasury’s fiscal policies but must be free to 
exercise a flexible credit policy. 

The significance of this attitude can hardly be over- 
estimated, even should Congress do nothing about 
these recommendations. The fact remains that a 
group consisting of influential and, for the moment 
at least, bi-partisan congressmen are unanimous in 
their views that the Federal Reserve Board must pat- 
tern policy to promote the purposes of the Full Em- 
ployment Act, and that the Treasury must follow the 


enough to permit a certain amount of fluctuation in 
short term interest rates though it would hardly go 
in for any quick wide swings. 

The potential impact from the Douglas Commit- 
tee’s action, particularly if its recommendations are 
declared to be the “will” of Congress, conceivably 
could affect everyone. It is the first time that there 
has been such a forceful suggestion that we use all 
available money and credit restrictions to stem 
cyclical economic swings regardless of the size of the 
national debt. It would immensely promote the con- 
cept of a true planned economy. Theoretically also, it 
would authorize the FRB to let the Government bond 
market go below par whenever necessary to stem 
undue inflationary forces. 

It will be interesting to see what Congress will do; 
some believe it might be willing to go pretty far along 
with the Committee’s recommendations. If so, it 
would mean the beginning of a new era of fiscal policy 
based exclusively on economic concepts as expressed 
or implied in the Full Employment Act of 1946. 


THE COAL MUDDLE . At this writing, President 
Truman isn’t ready yet to use the Taft-Hartley Act’s 





FRB’s lead, particularly if 
raising interest rates will stem 
inflation, regardless of the 
higher cost of carrying the 
debt. 

Even without a Congres- 
sional mandate to this effect, 
the FRB can hardly help being 
influenced by so flat a state- 
ment; nor can the Treasury. 
The FRB, in fact, may con- 
sider the report itself mandate 


ness 


“What's 





We recommend to the attention of our 
readers the analytical discussion of busi- 
trends contained 
Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


emergency machinery to re- 
store full coal production. He 
has refused even to guess, at a 
recent press conference, when 
the emergency might develop 
that would prompt him to seek 
an 80-day injunction to put 
the miners back on a five-day 
work week. In contrast, the 
general belief even among 
Government labor experts is 
that the time for presidential 


in our column 
This 
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action is drawing near. Most soft coal miners, acting 
on Lewis’ orders, have been working only three days 
since early December. Many others, totalling over 
30,000 are still on strike. Some even staged a dem- 
onstration against a Lewis plea that they go back to 
the pits on a three-day basis, preferring to stay idle 
until they get a contract that would return them to 
the five-day week. And all the time, the coal pinch is 
getting worse with the prospect of mounting indus- 
trial curtailments and shutdowns. Still—‘‘no emer- 
gency yet.” 

The Administration apparently prefers to save it- 
self from having to issue an emergency injunction 
by relying on the court action undertaken by NLRB 
counsel Denham in requesting the courts to limit 
Mr. Lewis’ use of the three-day week. This means 
more delay, more curtailments, a progressively 
greater pinch due to a basic industry rendered im- 
potent by the dictum of one man. 

Meanwhile to interpret as “mutiny” the refusal of 
some 30,000 miners to return to work in defiance of 
Mr. Lewis’ suggestion that they do so, appears some- 
what doubtful reasoning. The miners are mad be- 
cause they are broke, yet they see no point in going 
back to a three-day week. They want a five-day week. 
By staying out, the intention no doubt is to put addi- 
tional pressure on the coal operators. But it may work 
differently by hastening the approach of a national 
emergency which Mr. Truman cannot ignore. If the 
deadlock continues, this may happen even before the 
Denham action gets anywhere. If and when a presi- 
dential injunction should come, Mr. Lewis might not 
even be too angry about it. He is on the spot and 
knows it, and might not be at all averse to being 
“bailed out.” 

Looked at it from this viewpoint, the so-called 
miners’ “revolt” against Lewis assumes an entirely 
different aspect since it will hasten his delivery from 
a serious dilemma. It might moreover come in handy 
if the miners should defy a Government injunction. 

It seems clear that Mr. Lewis has indulged in tac- 
tics so capricious and so obviously designed to impose 
his will that by no stretch of the imagination could 
it be called “‘bargaining’’—either in good or bad faith. 
His imposition of the three-day work week poses the 
question: When is a strike not a strike? It is high 
time to determine whether somewhere in our labor 
laws there is a remedy for such a situation. If it is 
found non-existent, it should be supplied forthwith 
by proper amendment. 





THE TAX MESSAGE .. . President Truman’s special 
tax message to Congress was, by and large, about in 
line with expectations, and the same holds true of 
the amount of trouble the tax program is likely to 
have on Capitol Hill. There is wide agreement that 
an increase in corporate taxes at this time could 
well be a serious blow to confidence and result in an 
unwanted setback of recovery forces currently evi- 
dent in our economy. To couple excise tax reductions 
with higher corporation taxes and increases in 
estate and gift taxes will not only destroy the ad- 
vantage to the taxpayer of excise reductions; it will 
add to his already high cost of living since corporate 
tax increases are always passed on to the consumer. 

Not much can be said against the proposal to stop 
tax loopholes, provided such action is limited to the 


real intent of the law. Whether the President’s ex- 
pressed ideas regarding excessive depletion exemp- 
tions by oil and mining companies comply with this 
criterion remains to be seen. The recommended ex- 
tension of the loss-carry-forward provision from two 
to five years will doubtless be of advantage to busi- 
ness, especially to new businesses, and as such must 
be welcomed. The recommendations regarding in- 
equities in the application of the capital gains tax 
provision must be clarified as to its application. 

What me have missed most, however, was refer- 

ence to the need and desirability of reducing or re- 
pealing the capital gains tax itself as it applies to 
security holdings, or any reference to elimination of 
double taxation. We trust that these vital points will 
not be forgotten when Congress gets down to ham- 
mering out a new tax law. Their importance to a 
free flow of venture capital in the interest of main- 
taining a sound economy need hardly be stressed. 
TIT FOR TAT... We read with interest that acting 
on a revised project application, ECA has announced 
a $7.58 million reduction in the amount of ECA 
financing for the installation of an oil refinery in 
Great Britain. The distillation capacity has been re- 
duced from 66,000 to 40,000 barrels a day, and the 
revised plans also provide for the elimination of a 
previously proposed catalytic cracker. 

ECA officials point to this “‘voluntary” cutback by 
the British as a hopeful sign that Great Britain may 
be reacting as hoped to American protests over her 
action in cutting off imports of U. S. produced oil. 
They also made it clear that no further British re- 
finery project applications will be approved until 
some “clarification” of the British policy. 

There is little doubt that the British project revi- 
sion has been the result of strong American hints that 
this country is out of sympathy with the idea of 
financing the enlargement of British refinery capac- 
ity while Britain, in turn, is doing everything to un- 
dermine our oil exports. The attitude is logical and 
we would be foolhardy to look at it differently. 

We understand that there is even some sentiment 
in official quarters to see American oil producers 
abroad get over their reluctance to engage in a pos- 
sible price war with the British as a means of forcing 
some relaxation of their discrimination against dol- 
lar oil. Possibly even the mere threat of it might be 
effective. Doubtless an aggressive competitive pro- 
gram would make the British less eager to grab off 
markets in sterling and other soft-currency areas if 
prospective profits would not be large enough to off- 
set the dollar cost that would have to be incurred. 





TEN POTENTIAL MARKET LEADERS 
IN NEXT ISSUE 
As has been our custom for years, we had 
planned to submit to our readers in one of our 
1950 preview issues a list of ten potential market 
leaders, stocks which we believe will do considera- 
bly better than average in the new year. These 
selections in the past have proved highly successful. 
However, in view of recent market develop- 
ments, we thought it wise to postpone this feature 
pending clarification of the more immediate mar- 
ket trend. Readers are advised that our market 
leaders will be found in our next, February 11, issue. 
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BY ROBERT GUISE 


THE BRITISH ELECTIONS 


( 

i} hen thirty-four million British voters go to 
the polls at the national elections on February 23, 
the first in nearly five years, they are being given a 
final chance to determine their economic and politi- 
cal future. 

The Labor Party is seeking a new mandate for a 
second five-year term in control of the British Gov- 
ernment on the promise 
of continued full employ- 
ment, economic stability, 
more nationalization, low 
prices, fair shares for all 


“THE LINE AT THE 


ALREADY STARTED TO FORM”’ 


In the present struggle between communism and 
resistance to it, USA-British cooperation has been 
one of the basic and indispensable elements. Yet 
certain conflicts between laborite Britain and capi- 
talistic U. S. have never been absent, and latterly 
U.S.-British relations have been under new and 
important strains. 

Witness the latest dif- 
ferences over policies in 
China and the rest of the 
Far East — Britain’s 
readiness to deal with 


TICKET WINDOW’S 





— in short what the 
Laborites call a platform 


ted China in the face of 
our reluctance to do so. 





of “positive action” as 
aaginst the Conservative 
Party’s “outdated ideas, 
unemployment and privi- 
lege.” 

The Conservatives will 
tell the voters that while 
they believe in the prin- 
ciples of the welfare 
state, they can run it 
more efficiently than the 
Socialists. On the whole 
their promise will be only 
a brake on socialism, not 
a rollback of the past 
which obviously is im- 
possible now and could 
only be brought about 
gradually and in limited 
degree. 

Thus the real question 
boils down to: How much 
more socialism? It will 
be a crucial test, bring- 
ing into focus one of the 
most significant political 
struggles in the postwar 
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This is because in the 
economic as well as polit- 
ical sphere, there are 
underlying differences 
which spring partly from 
the difficulties in recon- 
ciling socialist and free 
economies, and_ partly 
also from British preoc- 
cupation with domestic 
political considerations. 
In this respect, the La- 
borite Government al- 
ways appeared to have 
an axe to grind, hence its 
“softer” attitude towards 
communism despite occa- 
sional strong words. 

Or take British stub- 
bornness and unwilling- 
ness to cooperate within 
the framework of ECA 
in measures which are 
generally regarded as es- 
sential to Europe’s re- 
covery. Britain, reluctant 
to integrate her economy 
with the rest of Western 








epoch. 

Americans will watch “Dowling in the N 
the campaign with the 
deepest interest and await the outcome with the 


realization that to a considerable degree perhaps, 
their own future will be affected by the results. For 
the outcome will be a sign of world trends and 
direction, since the contest between a modicum of 
free enterprise and socialism is bound to affect all 
countries. 

If the Labor Party is re-elected and the nationali- 
zation program continues, is it then will, there is no 
point at which the advance toward extinction of 
free enterprise in British industry can be halted, 
and any further advance is bound to leave deep 
imprints elsewhere. Only a conservative victory can 
halt, if not reverse this trend, but it would also 
have a profound effect on the world in various other 
ways. 
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Herald Tribune” Europe, has doubtless 
been more interested in 
preserving socialist doctrine than in assisting 


Europe’s rehabilitation. As a result, her trade prac- 
tices have been widely resented and considerable im- 
patience is felt in Washington over Britain’s expen- 
ditures for the development of the welfare state. 
Such criticism may be soft-pedalled during the elec- 
tion campaign in the interest of strict neutrality, 
but more is likely to be heard about it once Congress 
begins the debate of Marshall Plan appropriations. 

The fact remains that U.S.-British differences are 
due not only to British pursuance of their own eco- 
nomic and political interests in many parts of the 
world, regardless of the urgent need for cooperation 
in the interest of a united front against world com- 
munism, but also to the persistent molding of these 
interests to the socialistic (Please ti:rn to page 480) 
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Market Reaches Corrective Phase 


In the supply area just overhead the market is more likely to churn around than to 


advance strongly. More attention is due to be paid to uncertainties in the business pic- 


ture, looking more than three to six months ahead. You should continue to confine equity 


holdings to good-quality stocks, defer new buying and maintain substantial reserves. 


By A. T. 


4 

VW) ithin the last fortnight the market experi- 
enced the most substantial sell-off since its recovery 
began in mid-1949. In terms of the Dow daily indus- 
trial average, roughly one-fifth of the maximum ad- 
vance was cancelled between January 9 and 13. This 
has been followed by a sizable rebound, with an 
average volume of trading well under the level 
reached on strength in the forepart of January be- 
fore the sell-off. The net result is that the close for 
the week ended January 21 left the industrial and 
rail averages within striking distance of the 1949- 
1950 highs; while the utility average dominated by 
investment operations, was at a new high, by a 
slight margin, for the entire move. 

The Magazine of Wall Street’s weekly indexes, as 
charted on the opposite page, have made up a more 
moderate proportion of the previous week’s decline. 
The composite index of 325 stocks remains well 


MILLER 


under its post-1946 trading-range highs of 151.9 in 
1948 and 148.8 in 1947. The best recent level was 
140.6 and the January 21 close was 139.1. In the 
main, better-grade stocks led the past week’s rally. 
For the time being, speculative ardor has been 
chilled somewhat. That is not surprising, since a 
sharp reaction developed promptly after only a 
couple of weeks of relatively exciting behavior by 
the index of 100 low-priced stocks. As of the Janu- 
ary 13 monthly report, the short interest had de- 
clined a little; but not enough to affect the technical 
position significantly, one way or the other. It re- 
mains in important degree a professional market. 


The Upside Potentials 
The immediate course of the market is, as usual, 


highly conjectural. Some analysts look for the tra- 
ditional ‘‘secondary test’ of the recent 
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low. That is possible; but on the evi- 
dence of recent years, it is more likely 
after a fairly protracted downtrend and 
a smallish rally therefrom, than after 
the type of quick correction recently 
seen. The relative ease and promptness 
with which the daily industrial and rail 
averages have moved back to the close 


280 


260 


a4o vicinity of previous highs would seem 
to imply an upside test before the solid- 
220 ity of the January 13 reaction lows is 


again subject to much question. 

It would be well, we think, not to put 
undue stress on day-to-day or week-to- 
week “indications” at this time. If the 
averages manage to go to new highs 
shortly, the performance will “look 
good”; and some new demand will be 
activated. We would not buy stocks on 
any such flimsy basis, remembering that 
technical action usually “looks good” 
right up to the edge of lasting tops. The 
question for investors is whether worth- 
while gains from the present level are 
probable, without much chance for an 
important decline within the six-month 
period required to qualify capital gains 
as long-term for tax purposes. The ap- 
parent odds do not strike us as attrac- 
tive. 

There is every reason to suppose that, 
at best, it would take the Dow average 
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much effort and consider- 
able time to eat through the 
supply of stock available |,,, 
for sale in the area 202-213 
— the area just above re- stocks 
cent and 1948 highs, and j,,,\_ 

just under the 1946 high. 
There is good reason tosup- | | 
pose that, in the upper | ,, 
reaches of the post-1946 | 
trading range, the going 
will be proportionately hard 
for our weekly index of 325 
stocks, if not harder. And 
we do not see a funda- 
mental basis for a wide fur- 
ther rise, even if the for- 


YEARLY RANGE 
7 4i- 1949 
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midable supply level just | | | J 
overhead is finally  sur- YEARLY RANGE 
mounted. This boils down mii ec al, 


to saying that from either 
a medium-term or a longer- 
term perspective, the poten- 
tiality does not appear in- 
viting at the present level. 

It could well be that time 
will be working against the 
market, by reducing the 
potency of the arguments 
for higher stock prices. It 
is getting to be “old stuff” 
that the business outlook is 
fairly good for the first 
half-year, according to un- 
commonly unanimous fore- 
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high-grade bond yields ; that 
nothing much is going to 
happen in Washington; and 
that the market has proved 
it can take grim foreign developments in stride. 
The viewpoint thus summed up may be danger- 
ously complacent. Obviously, the chances for sur- 
prise are greatest on the unpleasant side. Suppose 
that, contrary to expectation, some signs of weaken- 
ing in business develop by late spring? It is gener- 
ally forecast that the over-all balance of economic 
pros and cons for the second half will be mildly 
deflationary. Suppose this expectation proves to 
have been somewhat over-optimistic? Is it safe to 
conclude that the market really is immune to any- 
thing that might come out of the cold war? 
Automobiles are being turned out at a very high 
rate, despite some sporadic signs of slowing in retail 
demand, which may or may not turn out to have 
more than seasonal significance. It has been taken 
for granted that results will be excellent for the 
first half year. Usually, when something is taken for 
granted, either the market has pretty well dis- 
counted it already or some degree of surprise de- 
velops. The same reasoning could be applied to 
active steel production, which can make up strike 
losses very quickly; and also to residential building. 
The activity in single-family homes has been flat- 
tening out for some time, while volume of multi- 
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family units built for rental has been mounting. We 
are moving steadily toward an over-built situation 
in the latter field, and might arrive at it sooner than 
some think is likely. 


Wait And See 


The downward trend in business outlays for new 
plant and equipment seems unlikely to be reversed. 
The downward trend in exports is due to funda- 
mental causes, and also is unlikely to be reversed. 
Despite Government supports, the downward trend 
in farm income will go moderately further. There 
is nothing in the commodity-price outlook to stimu- 
late any sustained accumulation by business con- 
cerns. On the contrary, there might be enough pres- 
sure on prices to induce some reversion toward in- 
ventory caution before mid-year. Little change in 
over-all consumer demand is likely, but this is not 
enough in itself to maintain industrial production 
at the present level, much less increase it. 

In this situation, any change for the worse in 
automobiles, steel and residential building will be of 
decisive importance. It is sure to come; the only 
question being when. (Please turn to page 480) 

(See also page 428) 
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(Including price adjustments and all but minor percentage changes) 











1949 

High 
Adams Express 23 
Air Reduction 22%, 
Allied Mills 30'/, 
Allied Stores 3544 
Allis-Chalmers Mfg. 33% 
Amer. Airlines 103% 
Amer. Can. 106%, 
Amer. Crystal Sugar 19!/, 
Amer. For. Power 3% 
Amer. Home Prod. 32% 
Amer. International 15'/, 
Amer. Mach. & Fdry. 15'/, 
Amer. Power & Light 15/, 
Amer. Tobacco 76%, 
Armco Steel 29'/, 
Barnsdall Oil 56!/, 
Best Foods 36 
Borden Co. 51 
Borg Warner 59%, 
Braniff Airways 85, 
Bucyrus Erie 19%, 
Budd Co. 13'/%, 


Canada Dry Ginger Ale 12% 


Canadian Pacific 153, 
Caterpillar Tractor 37g 
Certainteed 16!/, 
Chrysler 68l/, 
CIT Financial 59 

Coca-Cola 172 

Colgate-Palm.-Peet 43% 
Columbia Gas 13 

Commercial Credit 60i/, 
Commercial Solvents 20%, 
Commonwealth Edison 305% 
Consol. Edison 29% 
Consol. Vultee 12'/, 
Container Corp. 414, 
Continental Baking 17% 
Continental Can 373% 
Continental Insurance 73\/, 
Corn Products 73'/, 
Crown Zellerbach 30 

Deere & Co. 43%, 
Distillers Corp. Seagrams 185 
Dome Mines 183, 
Douglas Aircraft 724%, 
Electric Boat 17% 
Equitable Office Bldg. 7 

Florida Power 18\/, 
Foster Wheeler 33'/ 


Freeport Sulphur 60 
General Foods 437 
General Motors 72%, 
General Public Util. 17 
General Realty & Util. 7\/, 


Homestake Mining 50% 
Houdaille Hershey 135% 
Houston Oil 445, 
Iilinois Central 36%, 
International Paper 37%, 
Johns-Manville 50!/, 
Kroger Co. 60% 
Laclede Gas 8 

Lehman Corp. 56%, 


Libby-Owens-Ford Glass 64 


Loew's 183, 
Lone Star Cement 76 

Lorillard (P.) , 27% 
Marine Midland 87%, 
Murray Corp. 15%, 
National Biscuit 40!/, 
National Can 75% 
National Dairy Prod. 39% 
National Gypsum 19'/, 
North Amer. Co. 20% 





STOCKS SHOWING ADVANCES 


——Full Year—— 
Net Percentage 
Change Change 
PLUS PLUS % 
434 24 
4 14 
4 15 
6!/, 22 
6%, 26 
2% 41 
25! 31 
25% 16 
i, 50 
7 28 
3'/y 26 
2% 18 
73 95 
134%, 21 
4, BY 
A 25 
7g 24 
1034 26 
658 12 
13% 20 
3%, 21 
43, 57 
| 10 
2/5 17 
8%, 32 
3% 29 
16l/, 31 
163% 38 
31 23 
14, 35 
2 18 
115% 24 
4\/, 25 
53% 21 
5!/2 24 
1%, 17 
5, 15 
4\/, 32 
5\/s 16 
17 27 
14l/, 24 
4l/, 18 
6 18 
3% 23 
4 31 
22%, 46 
3, 26 
2/g 44 
5\/g 39 
8%, 37 
163% 38 
8%, 22 
13%, 24 
5/4 47 
40 
12, 35 
2/y 20 
83% 25 
8 28 
1, 44 
9/, 24 
17'/, 40 
2'/ 50 
1"), 25 
17'/, 38 
2% 19 
1"), 18 
8 4 
2"/g 33 
2% 17 
9 30 
I'/ 18 
113% 4 
4\/, 27 
3% 23 
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——Full Year—— 

1949 1949 1949 Net Percentage 

High Low Last Change Change 

PLUS PLUS % 
Omnibus 10% bY, ——«*105% 3/4 4\ 
Otis Elevator 40!/, 28 40!/, 10!/g 33 
Owens Illinois Glass 6434, 49\/, 64%, 143, 29 
Penna. Pr. & Lt. 223% 16% 22'/, 43, 27 
Philip Morris 55'/, 375% 523%, 14!/, 38 
Procter & Gamble 86!/, 57/4 85!/g 20 30 
Public Serv. Elec. & Gas 2534 20!/, 255% 53%, 26 
Republic Pictures 43, 2", 4\/), 2\/4 100 
Rexall Drug b!/g 4\/, 6 | 20 
Richfield Oil 42, 243, 39%, 143, 56 
Safeway Stores 33'/, 16l/, 31'/, 147, 89 
Seaboard Air Line 213% 13'/, 21%, 3% 22 
Sharp & Dohme 38%, 225% 38!/, 15'/, 67 
Sheraton Corp. 7 5 6% 155 32 
Stand. Steel Spring 20!/2 12 203% 6'/g 43 
Stokley-Van Camp 1334, 9"/g 12!/, 24%, 29 
Stone & Webster 213%, 12'/ 21%, 7%, 59 
Studebaker 28 16!/, 27% 8!/, 42 
Swift & Co. 36%, 2754 353, 64, 23 
Symington Gould 6% 3% 5%, | 21 
Texas Gulf Sulphur 70'/g 56 693% 11g 19 
Texas Pac. Land Trust 5834 33, 533, 12% 30 
Transamerica 163% 10 16l/g 51, 57 
Trans. & Western Air 17%, 10 17 6% 67 
Tri-Cont. Corp. 9%, 6\/, If, 2%, 30 
Twentieth Century-Fox 25'/2 19'/g 245 5g 26 
United Air Lines 14%, 10!/4 135% 2% 26 
U. S. Lines 16!/2 1134 153% 3, 29 
Virginia Elec. Power 20 15!/, 19%, 4\/, 26 
Warner Bros. 1634, 9% 157, 6'/g 62 
Webster Tobacco 6/4 3%, 5, 2 59 
Western Union Tel. 24 13 223% 7/4 48 
Westinghouse Elec. 33 205% 325% 8\/, 33 
West Penn. Elec. 25% 14%, 23% "Vg 62 
White Motor 16%, 12'/, 163% 2% 19 
Worthington Pump 18'/, 1134 18'/, 4\/, 33 
Zonite Prod. 4% 35 4\/, y, 20 

STOCKS SHOWING DECLINES 

——Full Year—— 

1949 1949 1949 Net Percentage 

High Low Last Change Change 

MINUS MINUS% 
Alleg. Lud. Steel 27'/2 17'/g 21" 2'/, I 
Amer. Car & Foundry 33! 21'/ 26 43% 16 
American Woolen 385, 21% 28 63% 18 
Anaconda 35/4 25'/s 283% 5'/, 15 
Avco Mfg. 7'/y 4) 6 Vy 1 
Callahan Zinc 2 | 1% V4 15 
Chesapeake & Ohio 34%, 7 | 28!/, 24%, 9 
Chic. & Nor. West. 15 9/4 11, 25 19 
Cons. Copper 43% 2'/, 3!) VY, 12 
Cont. Motors 83% 5/4 bl/, 1% 16 
Crucible Steel 24 14 16'/ 4 19 
Delaware & Hudson 40%, 26 30!/, 83% 21 
Erie. RR. 1434 91/4 107%, 1% 14 
Gar Wood 6%, 3%, 4\/, I 18 
General Cable 10 6 7H, I'/, 16 
Gimble Bros. 17%, 12%, 153% 155 10 
Graham Paige Motors 3% iV, 15 13% 45 
Hupp Corp. 2% I", 1% V4 WI 
Inspiration Cons. Copper 18!/, 115, 13'/ 3% 2I 
Lehigh Coal & Navig. 11% 6%, 7, 3, 21 
Lehigh Valley Coal 15 \%%, Ye 25 
Pacific Tin Cons. 4\/, 25%, 2% Up 23 
Panhandle Prod. & Ref... 8!/2 5\/2 b/g IV/y 15 
Patino Mines 14'/, 9 9/4 4\/, 32 
Phil. Reading C. & I. 19% lV, 14 5 26 
Philco Corp. 403% 223, 32% 4 12 
Republic Aviation 8% 43, 6 /, 20 
St. Joseph Lead 48!/, 35\/, 40\/, bl, 13 
Sparks Withington 6'/g 3, 42 VY, 14 
Timken Det. Axle 19 13'/, 15/4 2%, 12 
Warren Pete 22%, 14 18'/, 25%, 13 
Westinghouse Air Brake. 3434 21%, 25\/, 6, 20 
Willys Overland 7 4\/, 5/2 13% 20 
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By E. A. 


E resident Truman’s three annual messages 
to Congress embody three outstanding features: (1) 
Continued deficit spending, (2) renewed emphasis on 
welfare projects, and (3) “dream” plan for eco- 
nomic expansion obviously designed not only to raise 
the country’s material well-being but foremost per- 
haps with the idea to make the economy grow up to 
its budget as the only way of ultimately balancing it. 

The President’s State of the Union message was 
his fifth, each reflecting his changing role ina ‘ch: ang- 
ing national setting. The latest came in an environ- 
ment different politic: ally and economically. Politi- 
cally, it set the framework for debate in which the 
forthcoming congressional elections are expected to 
overshadow whatever legislative work will be done. 
[economically it reflected a general mood of con- 
fidence in continued prosperity in 1950—a mood that 
also found expression in his economic report. 

The fundamentals of his political program, essen- 
tially, were little changed from what they were be- 
fore, following as they did the familiar pattern and 
the well-meaning if somewhat elusive philosophy 
behind the Fair Deal. They included such long stand- 
ing requests as repeal of the Taft-Hartley Act; the 
3rannan plan for subsidies to farmers; extension of 
rent control; public power development of the St. 
Lawrence and the Columbia 
rivers ; compulsory health in- 
surance; civil rights legisla- 
tion; Federal aid to state 
education; and expanded so- 
cial security. The principal 
innovation in the domestic 
program was the proposal on 
middle-income housing; a 
bill providing for a $2.2 bil- 
lion program for more than 
250,000 homes in the middle 
income group has already 
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been introduced. In foreign affairs, Congress was 
asked to act on measures already in operation or 
previously proposed. Major items include a third 
appropriation for ECA, military assistance to At- 
lantic Treaty partners, and implementation of the 
Point Four program for technical and monetary aid 
to the world’s underdeveloped areas. 

The Budget Message ushered in the third consecu- 
tive year of deficit financing. Despite public and con- 
gressional pleas for important economies, the Presi- 
dent asked for a spending program which will ex- 
ceed revenues under present laws by $5.1 billion. 
Expenditures are planned at $42.4 billion, a reduc- 
tion of only $1 billion from those of the current 
fiscal year. And revenues are expected to be down 
half a billion at the estimated figure of $37.3 billion, 
reflecting the decline in national income during 1949. 

The reduction in expenditures will come from cuts 
in foreign aid programs and a tapering off of com- 
mitments to veterans. These account for a total sav- 
ing of $1.7 billion, but more than half of this saving 
is cancelled by a planned increase of $1 billion in 
non-war connected activities, the very area where 
economies should be made. 

Hence the widespread contention that the Presi- 
dent has not met the obligation to effect every possi- 
ble saving; hence also the 
hope that since the President 
has not done so, Congress 
will do it. Obviously the 
country cannot afford a $5.1 
billion deficit and an increase 
of the public debt to $264 
billion. Nor can it afford to 
share Mr. Truman’s optimis- 
tic opinion that his proposals 
would provide “a solid basis 
for moving toward budget- 
ary balance in a few years.” 
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These proposals were outlined in detail in the Eco- 
nomic Report, a fascinating document fairly bubbling 
over with optimism. Not only does the President be- 
lieve that the 1949 recession is definitely over but 
he is convinced that in 1950, maximum employment 
based on a 7% increase in the national output over 
last year can be achieved “if we put forth sufficient 
effort.” Furthermore, he firmly believes that within 
five years, national output can be raised to a figure 
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in excess of $300 billion, compared with last year’s 
$258 billion. 

That is the goal of the Fair Deal five-year plan. 
‘But unlike its Soviet name-sake, the Truman eco- 
nomic program avowedly relies primarily on private 
enterprise to accomplish its aim which, put in popu- 
lar language, would mean on the average an income 
increase of nearly $1,000 for every family in the 
United States. The only trouble is that even careful 
reading of the program fails to reveal any solid argu- 
ments upon which so much optimism is based. 


Optimism Over Near Term 


Confidence for 1950 is based on three arguments: 
(1) The fact that the 1949 recession was moderate; 
(2) that it was also brief; and (3) that the economy 
is now moving upward and thus is itself generating 
recuperative powers. 

The Government’s role in achieving the five-year 
goal, in the President’s estimation, is to promote an 
environment in which business, labor and farmers 
can act most effectively for steady economic growth. 
But the actual accomplishment is up to those groups 
themselves. 

To business would go the task of improving tech- 
niques and maintaining prices generally at their 
current levels while transmitting the benefits of 
greater production into higher wages to increase 
consumer purchasing power. Business was also told 
to encourage investment, presumably through more 
liberal dividends. Labor and agriculture were ad- 
vised to increase productivity. 

The outlines for the Government’s role were boiled 
down, in the Economic Report, to a number of prin- 
ciples and concrete recommendations, twelve alto- 
gether. Ten of them had been outlined in the State 
of the Union message, essentially embracing the 
main points of the Fair Deal program. In addition, 
the chief executive requested that the Federal Re- 
serve Board be given greater authority over bank 
credit as well as power over instalment buying. He 
also suggested that the RFC be permitted to extend 
the maximum maturity period for business: loans, 
currently limited to ten years. 


An Expanding Economy 


Throughout all three of the presidential messages 
runs the theme of an expanding national economy. 
Employment, production and the utilization of our 
natural resources must increase steadily, the presi- 
dent declared, and so, with our help, must the world’s 
economy. But the gist of the program obviously is 
that the material welfare of the people must always 
be propped up with Government expenditures. It is 
clearly implied that the Government cannot escape 
from the necessity of farm price supports, housing 
subsidies, financial assistance to the schools, medical 
care of all citizens and great public works programs. 

An expanding national economy is of course an 
excellent goal but the main issue is whether it is to 
be achieved under a system of private ownership of 
the means of production and distribution, or under 
a Government-managed economy. For if the welfare 
of the people is to be continuously propped up by 
Government action and outlay of tax funds, it will 
have to be correspondingly Government managed. In 
that case, the chance for survival of the private en- 
terprise system in the long run appears rather slim. 
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Interestingly, there is something for nearly every- 
body in the President’s program, and for that reason 
its appeal to the voters should not be under-esti- 
mated. Old and young, the sick and the healthy, the 
farmers and the workers and even business, particu- 
larly small business, are to have new benefits. The 
Government’s role, as seen in the report of the Coun- 
cil of Economic Advisers, is to give an over-all direc- 
tion for business to assure maximum production and 
employment for the future. If it cannot do the job, 
the Government will step in and do it itself. That at 
least is the implication. 

If Congress accepts the ideas set forth in the presi- 
dential messages, business will be given considerable 
more Government help than in the past, but this in- 
evitably would also mean more Government control 
and authority. One scheme envisages new capital 
banks to provide venture capital for new and grow- 
ing enterprises. Private lending institutions would 
be invited to invest in the securities of the bank and 
the Government would guarantee them against loss 
on part and perhaps all of their holdings. 


Aid To Small Business 


In the essence, such banks would be capital “trans- 
former stations” meant to solve the venture capital 
problem. While the idea is unlikely to be adopted 
this year, it will get a lot of study. Additionally, in- 
surance companies are to be encouraged to make 
loans to small business in conjunction with local 
banks; and small business, also, is promised some tax 
relief. Big business on the other hand will be watched 
carefully and the President wants the anti-trust laws 
strengthened. 

Broadly speaking, what’s expected of business has 
been newly restated both in the President’s economic 
report as well as in the annual report of the Council 
of Economic Advisers. Much has been made of the 
conciliatory tone towards business but there still re- 
mains the underlying philosophy of New Dealism 
and particularly the unchanged ‘or else” attitude. 
“Hither you do it, or Government will step in”’—is 
the alternative. 

Whether business can do it depends of course a 
great deal on the Government’s attitude towards it. 
Government policies are to be reshaped to create a 
more favorable climate for business growth, and pro- 
vide more incentives. But there is nothing but vague- 
ness as to how and when this is to be done. Above 
all, there is no indication of any lightening of the 
tax load or any retreat from welfare aims. 

At present it seems that Administration planners 
are hoping fervently that business will save the 
boom by stepping up capital expenditures based on 
nothing but “confidence in future growth as the 
prime conditioning factor of the economy.” But even 
a brief glance at the President’s twelve economic 
legislative recommendations shows that the Admin- 
istration is not ready to modify the Fair Deal sub- 
stantially in any of its basic parts so as to bolster 
business confidence and strengthen business incen- 
tives. It remains intent on pushing social reforms as 
rapidly as possible, whether we can afford them or 
not, and that of course is not the way to reassure 
business. 

Economy talk in Congress, and among the people, 
is growing louder, but that won’t be enough. What’s 
needed is grim determination and decisive action. 
The importunities of pressure groups for bounties 
and benefits from the Treasury must be resisted. 
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New Government activities or expansion of present 
activities, however popular and desirable, should be 
deferred until the Government has the money on 


hand or in sight to pay (Please turn to page 476) 
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Best Prospects for 1950? | 


) of the general 
optimism currently being voiced 
about the business outlook for at 
least the first half of 1950, the 
chances are that unfinished adjustments and a de- 
gree of artificiality inherent in the present business 
spurt, insofar as it rests on the after-effects of the 
coal-steel strikes, may pose another test of the vigor 
of our economy by Spring. 

By that time, the catching-up spurt will be over 
in a good many lines, and industry will be once more 
faced with the question whether current consump- 
tion of goods can match the tremendous increase in 
productive capacity that has taken place in recent 
years. If it can, or at least shows signs of such 
ability, then only can we have assurance that last 
year’s business decline has been checked, or will be 
reversed, and that full production and employment 
is once more in sight. 

Available evidence has now fully confirmed that 
last year’s Spring recession was predominantly in 
industrial operations, and not in the consumption 
of goods. The decline reflected mostly a sharp cur- 
tailment of business buying, reduction of inventories 
and the shortening of commitments. Manufacturers’ 
inventories dropped $3.8 billion or 11% from Janu- 
ary through October 1949, which in turn means that 
more goods were consumed than were produced. The 
drop in industrial buying, and the industrial cur- 
tailment, were in fact creating the basis for the re- 
covery that has since occurred. But new tests are 
ahead. 

The next will come when steel inventories are 
back to normal and the steel industry is once more 
producing for current demand only. Another will 
come when the automobile industry will have to 
prove whether it can offset a shrinking market by 
price cuts; still another, when the building industry 
faces ultimate saturation of the more immediate 
residential housing needs. 

It is next to impossible to predict the exact timing 
of these tests except perhaps in steel where it may 
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come by the end of the first quar- 
ter. But as they occur, they are 
bound to have widespread reper- 
cussions and raise new questions. 

This is not to imply the prospect of any sharp 
setback in industry; on the contrary, there are ele- 
ments which should counter effectively any such 
likelihood. But on the other hand, even the Admin- 
istration—though favoring the viewpoint that the 
economy may be once more squaring off for a sus- 
tained advance—does so with reservations. Restora- 
tion of full production and employment, Washington 
feels, can only occur if business goes ahead with 
capital expenditures and “constructive” wage and 
price policies. These are important “ifs” and their 
realization in the months ahead cannot be taken for 
granted. One reason is that it’s not up to business 
alone. Much depends on the attitude of labor and on 
Government policy. 


Need for Business Confidence 


1950 is apt to bring a test not only of the strength 
of our economic foundations but also of the Admin- 
istration’s economic concepts and the path it will 
follow in spurring business, and above all, business 
confidence. In that respect, some of the questions 
now clouding the outlook must remain unanswered 
for some time. But many other basic factors includ- 
ing those related to current conditions and transi- 
tional problems in various industries can be readily 
analyzed from the standpoint of their likely impact 
on sales and earnings, and such appraisals are of 
particular importance at this juncture. Part I of 
these appraisals was contained in our last issue. 
Part II follows immediately below. 


CHEMICAL INDUSTRY: With basic chemical sales once 
more tending upward, the industry starts 1950 
rather more hopeful of results in terms of sales and 
earnings than a year ago. Slow but steady improve- 
ment is expected in nearly every division of this 
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far-flung industry, vital to the entire economy. 

Not that 1949 was a bad year; far from it. While 
in common with recessionary trends in all industry, 
sales dropped off during the forepart of 1949, the 
recovery since mid-year has been substantial with 
the result that 1949 earnings of chemical manufac- 
turers may be about 10% larger than in 1948. And 
the outlook suggests favorable comparisons over the 
near term. 

Contributing factors are (1) the introduction of 
new products, (2) enlarged capacity, (3) increased 
efficiency of new plants, and (4) the prospect that 
chemical prices will remain fairly stable because of 
comparative modest advances in recent years de- 
spite sharply higher costs. Additionally, since ex- 
pansion programs have been completed in most 
cases, present conservative dividend rates should at 
least be maintained. 


Marked Recovery from Mid-Summer Lows 


Demand for chemicals has recovered markedly 
from the lows of mid-summer. The over-all improve- 
ment reflects better business activity in general, but 
also the need of consuming outlets to replenish de- 
pleted inventories following earlier caution caused 
by business and price uncertainties. Basic chemicals 
from coal tar continue in short supply because of 
the coal and steel strikes. Fertilizers appear due for 
continued good sales and constitute one of the 
strongest sectors of the chemical field. The produc- 
tion outlook is equally favorable for plastic mate- 
rials, nylon and other synthetic fibres, for antibiotics 
and other new medicinals, for chlorine and its com- 
pounds, and for numerous insecticides. 

As a supplier of other industries, a function which 
accounts for more than half of chemical manufac- 
turers’ activities, the industry will benefit with 
others from the generally favorable economic out- 
look in the months ahead. As an example, glass pro- 
duction which consumes large amounts of caustic 
soda, is expected to continue high due to heavy de- 
mands from the building and automobile industries, 
to mention just a few major outlets. The steel and 
other metal industries offer continued strong sup- 
port for chemicals, and paper output 
which utilizes large quantities of sulphur 
and other chemicals, remains quite sub- 
stantial. In short, while general indus- 
trial operations hold at high levels, the 
chemical industry cannot help but pros- 
per. But as usual, there are also some 
counter-trends. 

This year is likely to see large amounts 
of chemicals imported from abroad for 
the first time since the war and, more 
importantly, under sharply reduced tar- 
iffs which may make it difficult for some 
producers of basic chemicals to maintain 
sales at present levels. However, it is too 
early to say with any certainty just how 
important this factor may turn out to be, 
though it is something that may bear 
watching. Additionally, further decrease 
in our chemical exports are likely not 
only because of dollar shortages abroad 
but because of increasing competition of 
foreign chemicals in world markets. 

By and large, an intensely competitive 
vear is opening up for the industry with 
sales and cost-cutting problems replacing 
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previous pre-occupation with plant expansion and 
modernization. Research, however, will continue to 
bring to the market a never-ending stream of new 
products and therein lies the secret of the industry’s 
remarkable growth. While it has ended a decade of 
greatest growth in sales and earnings in its entire 
history, the industry looks forward to another ten- 
year span that should be nearly as good. Over the 
more immediate term, a prosperous chemical trade 
this year is seen as a major contributor to a sound 
national economy. 


TEXTILES: The textile industry moves into the new 
year in a stronger position than it occupied at any 
time during 1949. While most of the industry suf- 
fered price weaknesses during the first seven or 
eight months of last year, a gradual strengthening 
since then has been carried over into 1950. Forward 
commitments by buyers seem to assure a sustained 
period of good business in most lines at least through 
the first quarter and probably through the first half 
of 1950. This anticipation is backed up by the hard 
fact that production last year was so limited that a 
backlog of demand has been created that simply 
must be satisfied. 

The industry is the first to go through a complete 
economic cycle since the war; its readjustment, in 
other words, seems pretty well completed. Hard on 
the heels of its immediate postwar boom came a 
rugged recession and for nearly two long years, 
things were pretty much at a near standstill. But 
last summer they picked up again and one by one, 
mills again began to hum. They are doing that right 
now, and not only are most mills booked solid with 
orders, the prices they are getting for their products 
have firmed up well. With no distress goods over- 
hanging the market, there is little possibility of an 
early price weakening. 


Improvement May Carry Through Last Half 


Barring any unforeseen economic upset, many 
observers believe there is no reason why business 
should not continue good throughout the year. A 
constructive factor is that hand-to-mouth buying 





The Chemical Industry has ended a decade 
of greatest growth in its entire history. 
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policies which afflicted the industry for most of 
1949, have given way to more liberal commitments 
on the part of retailers and converters. The latter 
have lost business because of insufficient stocks in 
the past and though unwilling to carry the inventory 
burden, they now seem at least ready to share part 
of it with the mills, making possible more balaneed 
operations. Thus the textile picture is far different 
from what it was a year ago. 


Outlook for the Various Industry Divisions 


In cotton goods, finished cloth makers are booked 
solid through the end of the first quarter and many 
have substantial orders for second quarter delivery. 
Prices are expected to hold firm and in some con- 
verted fabrics there may be slight rises. There is 
virtually no element of weakness seen here before 
the warm weather lull sets in. 

In rayon textiles, cloth has been sold fairly tight 
through the first quarter. Some additional strength 
was added when yarn producers recently raised their 
prices slightly in some types. Good sales activity for 
spring and summer fabrics is anticipated. 

The woolen mills have been climbing out of a 
severe slump and worsted mills have had an excel- 
lent season on spring production, now just begin- 
ning to slow down a bit. There is some confidence 
that the run-out of the spring season and the open- 
ing of fall lines will merge with no serious produc- 
tion break, this despite the fact that fall orders are 
still in the negotiation stage. However, with world 
raw wool prices showing no signs of easing, the 
possibility of lower fabric prices is virtually 
precluded. 

The way some textile people see it, the current 
picture is almost too good to last indefinitely. The 
textile field has always been a volatile one, and will 
remain so: Either business is terrific or there is a 
deep slump. But as in the recent past, controlled 
production designed to avoid the building up of 
weakening surpluses will be one of the industry’s 
standbys through the current year. The fact that 
contrary to previous policy, mills did not produce 
for inventories during the sharp postwar recession 
but progressively curtailed production, has fur- 
nished the basis for the current brisk revival. Since 
it worked relatively well, the industry will doubtless 
repeat this pattern should future developments make 
it necessary. 


Higher Profits in First Half 


While higher raw materials costs and competitive 
pricing will tend to restrict margins, the textile in- 
dustry is expected to operate more profitably in the 
first half of 1950 than a year ago. Factors support- 
ing this expectation are steadier production sched- 
ules and the probable absence of the unusually large 
inventory losses absorbed in the first half of 1949. 
Thus dividends may well be somewhat larger on the 
average than in recent months. 

Profit margins of cotton mills, at least in the first 
half, should be wider than a year ago when both 
prices and production were falling. With sales likely 
to be larger, year-to-year comparisons should be fa- 
vorable. The earnings gain of makers of woolen and 
worsted woven goods, on the other hand, may be 
relatively small despite higher output and firmer 
prices, because of keen competition. Rayon weavers 
and yarn producers should do well. 


434 





PAPER: There has been a noticeable upturn in orders 
since last August with prices firmer but somewhat 
lower than a year ago. Most mills are currently op- 
erating close to capacity and the heavy order back- 
log, both at mills and merchant levels, assures a 
tight market during at least the first quarter of 
1950. Operating rates throughout the year will natu- 
rally depend upon general business activity. 

Sales and earnings during the first quarter should 
hold close to those of a year ago. However, as in- 
ventories once more become adequate, there may be 
some tapering of orders from current high levels, 
possibly beginning in the second quarter. Production 
may be expected to follow consumption more closely 
than in recent years of unprecedented demand and 
acute paper shortages. Hence it is obvious that good 
general business conditions will be required to sup- 
port the paper industry’s enlarged productive 
capacity. 

Mounting orders since last August reflected not 
only seasonal influences and better business senti- 
ment but also the need for replenishment of dealers’ 
inventories whose buying caution last Spring com- 
pelled downward price adjustments by virtually 
every paper mill. Despite the improvement, sales of 
almost every large company were lower in the first 
nine months of 1949 and margins were squeezed 
rather severely in the absence of any noticeable de- 
cline in costs. Full 1949 earnings, despite the late 
improvement, thus will be less than those of 1948, in 
some cases substantially so. 


Second Half Prospects More Uncertain 


Sales and earnings prospects beyond the first 
quarter are more difficult to appraise. Despite cur- 
rent heavy demand for all types of paper and paper 
board, purchasing agents are reported to be buying 
only enough to cover more immediate needs unless 
offered attractive prices for volume orders. Above 
all, the future trend of prices remains somewhat 
obscure. 

Since early 1949, premiums on imported pulp 
began to disappear and since devaluation of the 
Swedish currency last September, imports from 
Sweden have increased. Should imports assume pre- 
war proportions, domestic pulp prices will come un- 
der pressure. With domestic quotations already sub- 
stantially less than a year ago, mills dependent on 
purchases of market pulp are already deriving the 
benefits of lower materials costs. Any further pres- 
sure on pulp prices would naturally narrow the mar- 
gins of integrated companies. 

Output and consumption of newsprint reached 
new highs in 1949. Canadian production alone was 
stepped up to 5.15 million tons, an increase of 1.65 
million tons since 1945, and this prodigious produc- 
tion effort has ended the North American supply 
shortages and all grey market activities. Supply- 
demand balance has been reached for the first time 
since the war. Spot market premiums disappeared 
some time ago but contract prices remain at $100 a 
ton though there is a possibility that they may be 
revised downward some time during the first half 
of the year. If so, this would adversely affect the 
earnings of newsprint manufacturers. 

One reason for a possible softening of the price 
structure is the fact that hard currency shortages 
abroad and foreign currency devaluation are tend- 
ing to restrict foreign markets (outside of the 
U.S.) for Canadian (Please turn to page 477) 
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That Should 





By H. F. TRAVIS 

oo selectivity, rather than general stock 
market trends, should predominate among investors 
on an increased scale in appraising opportunities for 
the satisfactory employment of idle funds or in re- 
adjusting portfolios. Now that boom conditions no 
longer assure lush earnings for most concerns and 
speculative interest in the stock market has _ in- 
creased, the time has arrived to cull out those likely 
to continue dividends at a stable rate in 1950. 

If the current yield on equities in this category 
seems satisfactory, well indicated dividend con- 
tinuity should cushion their price decline if general 
market prices falter or develop any significant down- 
trend. On any recovery from general down swings, 
this same group should lead the parade. With proper 
timing and informed selection, accordingly, investors 
now have an opportunity in planning to acquire 
some very sound stocks that not only vield a good 
return but provide the best chance for medium term 
appreciation. We stress “planning” rather than im- 
mediate action. Proper timing of purchases was 
never more important than now and in view of ex- 
isting market conditions, we suggest that readers 
avail themselves of the timing advice regularly 
offered in our Magazine by Mr. A. T. Miller. 

There are certain industries that seem sure to 
prosper in the first half of 1950, if not longer, and 
some of their more strongly entrenched components 
should have little difficulty in maintaining dividends 
at the 1949 rate. An individual company status and 
record, however, counts more heavily than general 
group factors. This is especially true where near or 
full completion of postwar expansion and moderniza- 
tion programs has now eased working capital re- 
quirements. In such cases, the generally anticipated 
moderate downtrend in net earnings in the current 
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year might prove no 
deterrent to well main- 
tained dividends. Also 
there are exceptional 
cases where earnings 
may hold at the 1949 
level or even increase, 
hence fortifying the 
prospect for generous 
dividends. 

There are so many 
elements in the equa- 
tion that only close 
study of company fac- 
tors can determine a 
wise choice. To aid our 
readers in this task, 
we append a list of 30 
sound concerns that in 
our opinion are in a 
favorable position to 
pay stable dividends 
throughout the cur- 
rent year. We show 
earnings per share in 
1948 and estimates for 
1949, dividends paid 
last year, the 1949-50 
price range, recent 
price and the current 
vield. Aside from all 
these factors, there 
are of course numer- 
ous others not readily 
ascertained by statis- 
tics. Within space limitations, accordingly, we will 
discuss a few of these situations that to us appear 
well qualified for the purpose intended. 
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Allis-Chalmers 


The directors of Allis-Chalmers Manufacturing 
Company were very conservative in their dividend 
policies last year, supplementing regular quarterly 
dividends of 40 cents per share only by a year-end 
extra to bring the 1949 total to $2. The company re- 
ported net earnings of $5.02 per share for nine 
months ended September 30, but scarcity of mate- 
rials due to the steel strike undoubtedly affected 
earnings adversely in the final quarter. Even so, 
final estimated net of $6 a share would cover divi- 
dends three times over. 

Looking ahead, the company’s sales of power gen- 
erating equipment should continue at a high level in 
1950 as should also prove true for road machinery. 
The return of seasonal factors and a buyer’s market 
for farm equipment, combined with reduced farm in- 
come, will probably lower sales in this division some- 
what. On the whole, though, there is little to suggest 
that, barring the unforeseen, net earnings may re- 
cede to a point that would make reduction of divi- 
dends necessary. Should all go fairly well, a larger 
year-end extra might well be paid in 1950, for work- 
ing capital is already at a record peak; thus a 
smaller portion of earnings may have to be retained 
this year. A recent price of 3234, for Allis-Chalmers 
shares establishes a yield of 6.1%, a return that 
seems likely to remain dependable. 

International Paper Company, the largest of its 
group in the world, has surprised many observers by 
its relatively well maintained high earnings in a re- 
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adjustment year like 1949. Indicated earnings o1 
around $6 per share, to be sure, were moderately be- 
low $8.36 in the boom year 1948, but still provided 
an ample coverage for last year’s total dividends of 
$2.50 per share. It is evident that the company’s 
huge postwar expansion and improvement program 
is bearing fruit in the way of cost savings to offset 
lower paper prices in some divisions, and higher 
wage costs. As promotional activities by most manu- 
facturers should be stepped up in the current year, 
demand for newsprint should continue large and 
there is little prospect that demand for kraft paper 
will diminish much. 


Should Enjoy Prosperous Year 


In the circumstances, International Paper should 
enjoy a prosperous year in 1950, though uncertain 
conditions in the final half may reduce volume and 
earnings moderately. The company’s dividend sta- 
bility seems pretty well assured, particularly now 
that aside from construction of a large new mill in 
the South, no important capital outlays will be nec- 
essary. A current yield of 7% on these shares there- 
fore is unlikely to be reduced in 1950. 

Evidence of continued dynamic growth often im- 
parts attraction to shares where the current yield 
is only moderately appealing. This holds true with 
Jewel Tea Company, whose stock yields 5.3% on a 
recent price of 5814. The concern for decades past 
has distributed grocery products and household 
items over a widespread system of auto routes, and 
more lately has operated a string of self service 
stores in the Chicago area. These methods of opera- 
tion have proved so successful that dividends have 


In recent weeks the company has advanced its 
prices on a number of its products, a course followed 
by most of its competitors. This move should aid in 
offsetting rising costs. Since 1941 B. F. Goodrich has 
more than doubled its working capital, despite large 
outlays for plant improvements, placing it in a posi- 
tion where its dividend policies should remain rather 
liberal, 

Last November the directors declared a year-end 
extra of $1.50 per share, making total dividends for 
1949 $5.50. It is quite possible that similar action 
will be taken late in 1950, if all goes well, but in any 
event the regular quarterly dividend of $1 per share 
should be maintained. Allowing for dividends of only 
$4 a share in 1950, the current price around 75 
would establish a yield of 5.3%, still rather attrac- 
tive for these sound equities. 

McGraw Electric Company shares at a recent price 
of 4714 yield 7.3% based on dividends of $3.50 per 
share paid last year. By acquisition of several other 
concerns in little more than a year, the earning ca- 
pacity of McGraw has seemingly expanded more 
rapidly than is generally realized, while increased 
product diversification will likely tend to stabilize 
operations on a new high plateau. This concern in 
the course of several decades has become strongly 
entrenched with the home appliance trade with its 
famous Toastmaster brands. Late in 1948, the ac- 
quisition of Manning, Bowman & Company and 
Bersted Manufacturing Company added a long list 
of electric appliances non-competitive with McGraw’s 
regular line. 

In mid-1949 the company completed its ownership 
of Line Material Com- (Please turn to page 474) 








been paid regularly in every year since 
1928. For seven years past, volume and net 
earnings have consistently risen, with a 
marked uptrend since 1946. Estimated earn- 
ings of $7 per share for 1949 are probably 
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# OUTLOOK FOR TAX LEGISLATION fats 





By E. K. T. 


CIVIL AVIATION is encouraged by roundup of statis- 
tics supplied to congress by the Civil Aeronautics 
Administration as a background to 1950 reviews of 
legislation. In 1949, the airlines carried 16.5 million 





WASHINGTON SEES: 


Far more important from the standpoint of good 
legislative procedure than the results achieved in 
the senate’s speedy action to outlaw federal tax 
and the barrier against interstate shipment of col- 
ored oleo, was the fact that the senators served 
notice that they intend to meet issues head-on in- 
stead of relying upon “riders” to accomplish what 
direct tests would not. 


It is difficult for the person who has not attended 
a session of congress to comprehend what civil 
rights or a federal tax on jewelry has to do with 
whether oleomargarine should be kept in its orig- 
inal white color before entering the flow of inter- 
state commerce. Logically, there is no such con- 
nection. In senatorial practice, any bill which is 
closely contested is an inviting peg on which to 
hang the fate of another measure, however incon- 
gruous their purposes may be. If, for example (and 
it proved to be the case with respect to oleo}, the 
final vote is likely to be close, supporters of legis- 
lation to guarantee civil rights of minorities may 
tack their pet bill on as an amendment, offering to 
throw in a few votes in favor of the heterogenous 
mess. They tried it in this instance, and the senators 
would have no part of the mixture; the solons made 
the same reply with respect to excise taxes. 


The wartime excises, in large measure, are cer- 
tain to be eliminated when the issue is met squarely. 
The civil rights bills will not pass. But the rejection 
of the latter proposition seems to mean that, during 
this session, it will not be possible to tie up impor- 
tant bills (as was the case in past years) by the 
process of attaching a rider, say FEPC, which has 
nothing to do with the main objectives. 


ee 
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passengers, flew 460 million miles, had but one 
death per 100 million miles flown. They developed, 
profitably, the use of planes by farmers in pest con- 
trol, and inaugurated a low-cost “coach” passenger 
service which is paying off. CAA spent 99 million 
dollars to assist cities in developing landing fields 
and would like the “go” signal from congress to 
expand this type of assistance. 


ACKNOWLEDGING that President Truman’s message 
on the State of the Union held out a more appealing 
olive branch than has been extended in the past, 
Senator Robert A. Taft nevertheless warns business 
not to be lulled into the sense of security that seems 
to be setting in. Business is not justified in expect- 
ing any different treatment than accorded in the 
past, says the Ohioan. Cited is the “inconsistency” 
of an assurance that expenditures will be held to the 
lowest possible levels looking to a balanced budget, 
followed by a recital of costly “must” legislation 
including civil works, welfare legislation and con- 
tinued full aid to countries at costs “almost beyond 
calculation.” 
EFFORTS by Administration spokesmen to win con- 
gressional support for the White House tax increase 
program are reported to be falling flat. Belatedly. 
Treasury Secretary John W. Snyder went to Capitol 
Hill personally to plead with Rep. Doughton and 
Senator George, chairman of the tax-laying commit- 
tees of both houses. It was all hush-hush, but word 
leaked out. Colleagues seeking details were brushed 
off but the demeanor of the two legislative chiefs 
plainly indicated that they regarded the concessions 
to their prerogatives as “too little and too late.” They 
weren’t impressed. 
ADJOURNMENT of the present session of congress by 
July 4 is the goal to which bi-partisan effort is 
pledged. This obviously overrules long filibusters and 
in itself amounts to a pledge that civil rights laws 
will not be put to a prolonged test. At a senatorial 
caucus, 47 of the 51 democratic members promised 
to refrain from inserting “non-germane”’ amend- 
ments to any tax bill that may come along, afford- 
ing a quick and positive test. The time table on taxa- 
tion is important. The senate committee expects to 
receive the house-originated bill by April 1. 
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The White House advisors on fiscal matters 
obviously did not have a sound meter in the halls of 
congress when Mr. Truman delivered his address on the 

















with plans for tax increases which even the casual 
gallery observer would have ruled out. Heavy applause 
came from both sides of the aisle at every mention of 
economy as the message was delivered. Inescapable was 
the conclusion that the congressmen intend to pursue the 
policy reflected in their reception. Rep. Clarence Cannon, 
democrat chairman of the appropriations committee 

talked of a balanced budget. But the President already 
had eliminated that and colleagues didn't share 

Cannon's sanguine outlook. 


























Congress will, of course, repeal some and 
maybe many of the wartime-imposed excise taxes. Actually, 
they'll make only a slight dent in the Treasury's 
receipts; they won't, in themselves, justify a federal tax increase for whether 

they remain or are repealed, deficit operation in 1950 is ahead. What will happen 
is this: the Administration will attempt to trade off support for excise repeals in 
return for higher taxes on corporations and large-income estates and individuals. 























































































‘ The "little fellow" will wonder where all his protectors have been in the past 12 

: months as he observes their flowering into activity. 

4 Eventually, the entire subject probably will be brushed off with an agree- 

S ment that plugging loopholes in the present law, plus more vigorous collection 

0 activity, will make it possible to raise the the necessary amounts under the existing 
schedules. Of course the fact that such an objective cannot be achieved will not be 

e discovered until the effort is made and fails. That will be after the next election. 

4 

: Such major savings as will be effected this year will be made principally 

. in appropriations for the military services and for aid to friendly countries overseas. 

a This will be a calculated risk. It has bi-partisan support. Experimental work on new 

e weapons of war, including the fleet, will continue but construction will be at a stand- 


still. If the Selective Service Act is continued at all it will not be applied except 
4 to keep the armed personnel up to a minimum level of safety. The training of a citizen 
Soldier, as contrasted with a career serviceman, is a costly and losing undertaking. 











1 Congress may be asked before the year's end to provide more money to carry 
through last year's low=rent, slum-clearance program. Building has not yet begun, 

= yet 35 million dollars have been granted for premilinary surveys and planning -- 

p all this without turning a spade of earth! To translate these studies into the 84,000 
units they contemplate will involve huge outlay and serious question exists whether 

they can be pieced out of last year's appropriated funds. 
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Because the government has not entered yet into active competition with 
private industry in this field, contractors see good business prospects ahead. 
Materials producers foresee no decrease in building costs and little change from the 1949 
volume of new construction. If government-supported building gets under way there will 
be competition for materials and skilled labor, and costs will mount, the realtors 
warn. But their optimism is based upon a conviction that the federally-aided housing 
will be slow in starting. 
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The builders' lobby has made economic studies of the 2.8 billion dollars which 
will flow into the channels of business through payment of dividends on GI insurance 
policies. They believe the major portion will be used to purchase consumer goods, to 
pay accumulated bills, or put into a reserve to meet emergencies. They estimate, however, 
that 112 million dollars will find its way into real estate purchase, with another 28 
million dollars going into home repairs. 
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Union headquarters in Washington are visibly worried by two recent develop- 

















ments which are chilling the enthusiasm for across-the-board pay increases. Sale of 

the venerable New York Sun, assertedly because labor costs have made it uneconomic to 
continue publication, caused the negotiators to sit up and take notice. Then, the unions 
won a large pay increase for street car and bus operators here. The following week, 
the traction company economized to cushion the blow. "Separated" from the payroll 
were 160 employees. 





























Exporters are concerned but aren't likely to make any formal objection to the 
apparently assured cut in funds for Marshall Plan countries. It appears likely that 
one billion dollars will be carved out of the ECA appropriation in the interest of 
economy and for the additional purpose of hurrying the beneficiary nations toward a 
self-sustaining economy. About two-thirds of the exports to those lands now are paid 
for through the ECA accounts, and naturally the exporters are interested. Currency 
devaluation will increase sales, provide some additional dollars, but not enough to 
offset what will be lost through the pruning of a billion dollars. 


























More than half a billion dollars of ECA funds were used last year to buy 
machinery and equipment; approximately the same amount went into the purchase of cotton 
from the United States. Large sums were employed in the procurement here of tobacco, 
food, feed grains, and dairy products. It is obvious that both industry and agriculture 


have a stake, not only because an outlet is being thinned but also because of the certain 
effect upon prices. 





























However, exporter representatives say they are in accord with majority think- 
ing on Capitol Hill that the "day of reckoning" is at hand, that this country cannot 
continue to pour billions into world recovery without saddling a crushing load upon 
American taxpayers. Reality dictates that the favorable trade balance now enjoyed 
by the United States rests upon artificial basis, made possible by government grants 
and loans, largely a shifting of the same dollars from one pocket to another. 


























While existing conditions prevail it is recognized that the beneficiary 
countries cannot attract investment capital from the United States and the world 
conomic dislocation can be adjusted only by the seemingly harsh process of forcing the 
friendly democracies onto their feet. That is the viewpoint which is motivating the 
emands for ECA cuts, and for once there seems to be a basis for agreement between the 
congressmen and private enterprise. 























The legalized alcoholic beverage producing interests are frankly skeptical 
at the assurance from "dry" organizations that they have had a basic switch in purpose 
and no longer consider national prohibition a desirable thing. The issue was raised 
through hearings to ban liquor, wine and beer advertising from periodicals circulating 
in interstate commence, and from radio and television. Opponents quoted published 
articles to support their contention that this is an opening wedge, that absolute 
prohibition is the ultimate goal. 























The "drys" say now that a campaign of education against the evils of liquor 
is their objective. And if media going into homes carries inducements to purchase and 
consume the products of the stills and the vats they cannot accomplishit. Their sur- 
veys indicate to them that the alcoholic beverage trades spend 30 million dollars 


a year for advertising and they complain they cannot match that amount in a 
counter offensive. 

















The liquor industries which took the position 30 years ago that "it can't 
happen here," only to wake up and find it had happened, don't intend to make the same 
mistake a second time. They have enlisted in their fight against the "first step" the 
AFL and the CIO, publisher associations, and "liberal" groups. And they have raised 
constitutional questions: The 2lst Amendment gave control to the states after legaliz- 
- ing the sale and transportation of alcohol; rigid restrictions against promotion of 
a lawful commodity is "class legislation." An advertising ban failed by a single vote 
last year to clear the senate commerce committee. 
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By V. L. HOROTH 


Ween the official figures as of the mid- 
Century point, January 1, 1950, become available, 
they will undoubtedly show the value of the Ameri- 
can investment stake abroad at an unprecedented 
high level, somewhere between $29 and $30 billion. 
The figure would have been much higher had it not 
been necessary to write off many investments in 
foreign dollar bonds, and also the Government loans 
made during and right after the First World War. 

But at that, our investment stake overseas, in- 
cluding the reinvestment of earnings, has been grow- 
ing at a rate of over a billion a year, and is expected 
to grow even faster when President Truman’s 
“Point Four” Program gets under way and creates a 
“favorable climate” for private investments in the 
development of natural resources, public utilities, 
transportation, and even industrial facilities of un- 
der-developed countries. 

While a lion’s share of the benefits of an invest- 
ment goes to the country where it is made, the 
United States also gains in a number of ways: Its 
trade with that particular country is bound to in- 
crease if the investment brings about an increase in 
productivity and the standard of living. Some of the 
investments made in recent years have been made 
with a view to assuring the development of strategic 
raw materials needed by the free nations of the 
West; other postwar loans were made to mitigate 
social and economic strains, and in this way they 
have been instrumental, together with ERP grants, 
in halting the westward spread of communism. 

As will be seen from the first of the tables, the 
U. S. Government is now in the business of making 
foreign investments, and, what’s more, is bound to 
enlarge its stake. If the taxpayer’s interest in the 
Government’s investments is to be protected, the 
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Government must follow the same rules regard- 
ing the safety and the stability of capital that 
guide the private investor. Collaboration between 
Washington and private capital is also essential; 
the view that American private capital that ven- 
tures abroad should assume all the risks is short- 
sighted. The obstacles that discourage private in- 
vestment in foreign countries should be cleared 
away; the special treaties eliminating double tax- 
ation and risks discouraging investment are a 
good beginning. On the other hand, it is equally 
essential to prevent the misuse of Government funds. 
One type of foreign investments, portfolio invest- 
ments, reached a peak of nearly $7 billion in 1929. 
Since then, they have been on the decline. They in- 
clude investments in foreign dollar bonds, foreign 
currency securities, certain real estate and trusts— 
all those which, in the definition of the Department 
of Commerce, do not involve a controlling interest 
held by American nationals. 








































Portfolio Investments 


Portfolio investments have usually borne a fairly 
high fixed interest rate. They were favored during 
the ’Twenties, when Argentine and Brazilian Gov- 
ernment dollar bonds, German and Japanese cor- 
porate dollar bonds, Belgian Congo public utility 
bonds, and so on down the line, were considered first- 
class investments. But when, during the depression, 
the exports of the debtor countries fell off in value 
and in volume, it became impossible to transfer the 
interest in dollars. In the case of Chile, for example, 
copper and nitrate exports dropped so much in value 
that even if the country had not imported anything 
at all, the earnings still would have been inadequate 
to meet the debt service. 

While portfolio investments usually result in a 
quick expansion of the borrowing country’s imports, 
they prove to be a burden on the future balance of 
payments. There was practically no underwriting of 
foreign dollar bonds between 1931 and 1946. The 
small increase in portfolio investments since the 
war’s end has been due mainly to the rise of their 
market values. 

In the post-depression world, in which the indi- 
vidual countries have been striving to become self- 
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sufficient, and in which import quotas, high tariff 
walls, currency controls, and other barriers to the 
international exchange of goods have come to be 
taken for granted, the so-called direct investments 
have proved to be much more satisfactory. They rep- 
resent “the extension of American business into for- 


eign countries’ and consist largely of foreign 
branches and subsidiaries of American enterprises. 
Included also are those foreign corporations in which 
Americans hold more than 25 per cent of the out- 
standing voting stock; the investments in those 
Canadian corporations of which the shares are 
widely held here, and certain real estate holdings. 


Direct Investments 


Direct investments are more suitable in “a pro- 
tectionist world” because, by establishing a foreign 
subsidiary, American corporations are able to by- 
pass national tariffs or other ‘“economic-nationalist”’ 
measures. Direct investments do not necessarily 
create a “transfer problem,” nor are they a burden 
on a country’s international balance of payments to 
the extent that portfolio investments are. When the 
situation gets too bad, the debt service or profits 
simply do not get transferred. They may be rein- 
vested, or in some cases they have been used to buy 
out competitive local plants. This “involuntary” in- 
vestment of earnings has been partly responsible for 
the steady “growth” of direct investments, except 
during a few post-depression years. 

On some $11.5 billion of direct investments, 
American citizens earned in 1948 about $1.5 billion 
after taxes, or about 13 per cent. Actually the re- 
turns ranged from about 26 per cent for petroleum 
investments to a little over 2 per cent for pub- 
lic utility investments. This is a good record— 



































| despite all the talk about inequitable taxation, 
| TABLE | transfer difficulties, coercive measures (Vene- 
| zuela, for example, requires that 10 per cent of 
Value of United States Investments Abroad the locally extracted petroleum be refined lo- 
Scns le Milles dehmaniaidil cally, which | necessitates considerable invest- 
aie hie tar GT es ment in refining facilities) and compares with a 
sek return of 3.8 per cent on portfolio investments 
Private Investments (foreign dollar bonds). s E 
(long-term) Unlike portfolio investments, direct invest- 
Portfolio (market value) 9 26 68 40 56 56 55 ments do not necessarily stimulate the export 
80 —_ value) 6 ek ek , of American merchandise, except when indus- 
sean ea oe ee “9 = trial equipment is sent abroad. Often, as in the 
Europe i 6 CRE Oe ee ae case of some textile enterprises, it is old equip- 
Other 1st FF os ment that is sent out—a few years ago a Vir- 
SSS Se SS ee ginian rayon plant was dismantled and sent to 
Total 26 39 77 73 84 I14 120/1 Brazil, Sometimes direct investment consists 
oan only of the export of American skill and know- 
re 5 18 9 9 14 15|| how. The Libbey-Owens Glass Corporation, for 
Jniitinn: temmichs- siding. olga Gageng tian wae example, obtained substantial direct invest- 
Total private 3.5 7.0 16.3 12.2 14.9 184 19.0/f ments in Europe through licensing its patents. 
SS SSeS SS ee At other times, cash rather than merchandise 
has been involved, as when General Motors ac- 
United States Government quired the control of the Adam Opel Company 
World War | loans... 10.4 14. re in Germany, or when General Electric bought 
a II loans: - most of the stock of Canadian General Electric. 
EE OT 22 In some instances, however, even direct in- 
port-lmport Ban - R ; 
British loon pen ey cae, 3.8|) vestments have gone bad. Ford’s venture in 
Lend-lease loans 1.6\| Brazil had to be given up, and our large invest- 
Surplus, commodity loans... 1.5/1 ments in Mexican mining and petroleum prop- 
ae en 104 4 | 22 99 103|) erties had to be abandoned as a result of social 
LC Cts and political disturbances following the revolu- 
All investments 3.5 17.4 26.7 13.3 17.1 283 29.3\) tion. Once highly profitable Chilean nitrate in- 
—_ —_ —_ — — — iI; ~OVestments went sour when Germany perfected 
| . the production of synthetic nitrate. 
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Our second table, covering the thirty year period 
1919-1948, shows in what ventures we have been 
interested and at what time. Our direct investments 
in foreign agricultural enterprises, for example, were 
at a peak during the ’Twenties, and have declined 
since. They consisted of investments in sugar plan- 
tations in Cuba and the Philippines, banana planta- 
tions in the Caribbean, hemp plantations in the Phil- 
ippines, etc. Low prices during and after the depres- 
sion, and agitation against absentee ownership and 
control discouraged further investment until after 
the Second World War, when some capital (alto- 
gether nearly $70 million) went to reorganize the 
banana plantations in Central America. Other small 
investments were made to rehabilitate Philippine 
plantations. 

Similarly, our investments in mining and smelting 
enterprises were basically established prior to 1929. 
Here, most of our capital has been invested in the 
nonferrous metal mines of Latin America, in gold 
mines in the Philippines, nickel mines of Canada and 
iron ore mines of Brazil. But here again political 
conditions and rising labor costs have discouraged 
further investments except during war-time when 
our rising requirements of ferro-alloys 








TABLE I! 
Value of Private United States Direct Investments | 


Abroad — By Industry 
(Billions of dollars at year end) 











1919 1929 1940 1945 1948 

Manufacturing 8 1.9 2.0 2.7 3.6 
Petroleum .... 6 it 1.3 1.5 3.1 
Mining and smelting 9 1.2 1.0 1.1 1.1 
Agriculture . 6 9 5 5 6 
Public utilities 4 1.7 1.4 1.4 1.3 | 
Other 6 4g 1d 1.2 1.7} 
Total 7.3 8.4 11.4 


Es 7.7 
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and canned goods in general. American industry, 
especially during the past few years, has gone to 
Canada because of production advantages (lower 
costs) and the competitive possibilities in Canadian 
and the Empire markets. 

Canadian mining ac- (Please turn to page 472) 








and nonferrous metals necessitated the 
expansion of production. 

Another category where our direct in- 
vestments have been on the decline is 
the investments in hydroelectric power 
plants and communications systems. 
During 1945-47, we repatriated nearly 


Value of Private U. S. Direct Investments by Area and Industry, | 


TABLE III 


1945 and 1948 


(In millions of dollars) 





$200 million of American capital in- 
vested in such ventures by the sale of 
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telephone systems to Argentina and 
Spain. On the other hand, there was a 
small increase in direct public utility in- 
vestments in Brazil, Chile, and Mexico. 


Two types of direct investments are 
growing, however: (1) manufacturing, 
and (2) petroleum. At the end of 1948, 
more than one-third of all American 
private capital invested directly over- 
seas, or $3.6 billion, was in manufactur- 
ing enterprises. But must of the post- 
war increase has been largely due to the 
reinvestment of undistributed profits. 
The tendency to reinvest earnings has 
reflected the inability to transfer the 
earnings except at a loss in recent years. 

The biggest increase during the post- 
war years has taken place in our petro- 
leum investments. Of the new money 
put into direct investments abroad dur- 
ing the 1946-1948 period, new petroleum 
investments account for some $1,200 
million out of $1,650 million. The big- 
gest outlays have been in the Persian 
Gulf area and in Venezuela. 

_ The largest direct investment stake 
in any one country in 1948, some $3.2 
billion, was in Canada. The bulk has been 
placed in an extremely wide range of 
manufacturing activities ranging from 
the branch plants making automobiles, 
agricultural implements and automobile 
tires to those making American stand- 
ard brand cereal products, beverages, 
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All 
Latin _E.R.P. E.R.P. Other Other All 
| Canada America Europe Depend. Europe Countries Areas 
| Manufacturing 
1945 1,145 433 832 12 105 144 2,671 
1948 1,573 676 1,035 17 113 189 3,603 
Change + 428 + 24 +203 + 5 + & + & + 2 
Distribution 
1945 141 146 265 17 39 64 672 
1948 198 267 291 22 42 Hl 931 
Change + 57 + 121 + 2 + 5 + 3 + 47 + 259 
| Agriculture 
| 1945 13 420 4 56 2 23 518 
| 1948 14 503 4 56 y 48 627 
| 
| Change. Ott BB + 25 + 109| 
Mining | 
1945 451 412 64 40 85 a 1,063 
1948 501 433 65 42 82 24 1,147 
Change ........+ 50 + 21 + i + 2— 3 +&+ & - 6 
Petroleum 
1945 . 160 645 299 127 64 243 1,538} 
1948 278 1,376 369 391 68 565 3,047 | 
Change. .+ 118 + 731 + 70 + 264 + 4 + 322 +1,509/ 
Public Utilities 
1945 383 898 20 5 10 4l 1,357) 
1948 353 852 20 5 i 46 1,287 
Change — 30 — 46 “— i § —- 
Miscellaneous 
1945 234 46 205 7 24 35 551 
1948 270 104 237 7 25 94 737 
Change .......— 36 + 58 + 32 oe | + SF -+ 166 
Total 
Sas 2,527 3,000 1,689 264 329 56l 8,370 
1948 3,187 4,211 2,021 540 343 1,077 11,379 
Change ....... + 660 +1,211 + 332 + 276 + 14 + 516 +3,009 
Source: Survey of Current Business, November, 1949. 
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CITIES SERVICE 


By 


O: all the success stories for which the 
petroleum industry is noted, few can match that of 
Cities Service Company which, like the fabulous 
bird of Egyptian mythology, has “risen Phoenixlike 
from the ashes” of virtual insolvency only a decade 
and a half ago. The company’s 1949 financial state- 
ment, shortly to be sent to stockholders, promises to 
reveal outstanding progress in the last year and to 
make the vulnerable position of the early 1930’s seem 
incredible. 

Net current assets at the end of 1949 are esti- 
mated to have approximated $178 million, compared 
with $162 million a year earlier, while cash is esti- 
mated to have increased in the year by about $17 
million to $160 million after depositing about $41 
million for prepayment of the last of the company’s 
5 per cent debentures called for redemption. The 
financial position was further improved in the year 
through consummation of the sale of Ohio Public 
Service Company holdings to Ohio Edison, which 
netted a tax-free capital gain of some $27 million to 
be added to earned surplus. 

This progress, which will leave the parent com- 
pany with indebtedness of about $70 million in 3 
per cent debentures, in addition to subsidiary obli- 
gations approximating $238 million — allowing for 
additional debt reduction projected in connection 
with completion of divestment plans — contrasts 
sharply with conditions at height of the de- 
pression. Since that time the company has re- 
tired $180 million in debt and concurrently has 
ploughed back into property improvements about 
$600 million. 
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The fact that, un- 
like numerous pub- 
lic utility holding 
companies, Cities 
Service escaped in- 
voluntary reorgani- 
zation in the 1930’s 
to meet creditors’ 
claims may be at- 
tributed to three 
principal factors: 





(1) Although  ex- 
pansion in the 
1920’s had been 


overly ambitious, 
utility properties 
had been carefully 
selected with due 
consideration for 
intrinsic values; (2) 
early growth had 
placed considerable 
emphasis on natural 
gas in line with Mr. 
Henry L. Doherty’s 
conviction that ex- 
ceptional qualities 
of this cheap fuel 
eventually would 
command national 
attention; and 
(3) manage- 
ment’s abiding 
faith in the fu- 
ture of the in- 
dustries repre- 
sented by the 
company. 

Now ranked as one of the ten largest domestic 
petroleum companies, Cities Service had its origin, 
it is interesting to note, as a public utility holding 
company. Its founder recognized the need for a cen- 
tral guiding force for small utility companies that 
required assistance a generation ago in raising capi- 
tal for expansion to supply the demands of rapidly 
growing service areas. Among utilities acquired were 
a few engaged in supplying manufactured gas. When 
it became evident between 1910 and 1920 that natu- 
ral gas would be available in the Southwest in abun- 
dance, Mr. Doherty took steps to expand operations 
in the direction of this type of utility. It was only 
logical that this move should lead to remarkable 
growth in development of oil and natural gas re- 
sources. Now Cities Service, whose management 
takes pride in having been a pioneer in natural gas, 
is reputed to control through ownership or lease re- 
serves as vast as any in the industry. 

Natural gas operations, which account for an es- 
timated 40 per cent of gross revenues derived from 
petroleum products, is expected to account for stead- 
ily increasing net profit to compensate for the loss 
of income resulting from disposition of electric light 
and power properties. Natural gas reserves are es- 
timated at about 12,600 billion cubic feet, of which 
some 7,000 billion cubic feet are owned and the re- 
mainder is protected by long-term leases. The man- 
agement estimated recently that about half of the 
reserves owned had been earmarked for sale to dis- 
tributors over coming years. Rates for such con- 
tracts apparently compare favorably with those 
prevalent in the industry and the general trend on 
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new contracts and renewals is CITIES SERVICE CORP. CSV —— 
toward higher price levels. } a a T a Adjusted — 
The importance of natural gas Oil & Gas Holding Co. It {— ——] Price Range —,, 
in the Cities Service picture is t ! t et ee ee 
stressed, for it represents a pri- Se a on —— Ps “ 2 
mary growth potential that dis- t cnet wei ante! saa ———— 
tinguishes the company from : Sasa coe caecanaen meee cement oe aes 
principal competitors — many of A SS A AT A A SRLS eM Ae SS SSCS OT 
whom probably have adequate a 
natural gas reserves but have ex- EE = 
panded in other directions. As | Long Term Debt, Subsid: $350,266, 106 t+} a 
has been indicated, Cities Service [-—t— = substa. -_ eee rene’ ee 2 
management from the outset had [[>————~j minority Int., Subsid: $33,503,156 —__+_}} - ti us * 
been “‘utility-conscious” and for [-——}———j Shs.’ Connon: 3,702,000 - $10 par =: + {4 
this reason had concentrated on ee _———— pec. 31 +——_} » 
development of production and [—}— f—— —— 
distribution of gas. Since the de- [==> t { SE a PTT = eae 1 29 
cision a dozen years ago to dis- ff Ra a { | i } 
pose of electric light and power —o a Hg ml }—-—} Sas 
oroperties in complying with di- } nee : 
the oh based on the Public Util- Ee ah gd eet ———} | PHOUS ANS OF Suanes 
ity Holding Company Act of 1935, | —$utimatea camings t 7 t 188 
the management has given in- [-—7 7. — it aii fi ial { tng ti til batt I "$0 
creased attention to enlarging and = [iianoulencnielat tla fl 1 POAAAVRUIACUAUUHVUEVOWTAUEVAUIOUUOULUR UT Hig 
< 90 6 : one . 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 | 1949 
solidifying its position in produc- 231.681 1.72.1 2.90 | 3.621 3.78 | 3.88 | 3.12 | 6.41 | 10.93 |17.77 f 15.00% 
tion, refining and marketing of [- T .-[-f-tf[f-i/]/-+tf[- [ - [| - | 150[ 3.00 | 3,50im 
crude oil and refined products. 71.8. 79.5. 75.7. 78.7. 87.2 92.0 109.7 149.5. 175.5 134.0 161.8 e “a $ Mall 
Popularity of the company’s 
shares recently—in contrast to general skepticism niente et ” cienieetianticn. 
toward the oil group—may be traced to: (1) Intima- Comparative Balance Sheet Items 
tions of eventual separation of natural gas and crude 
oil operations, (2) the promise of continued growth SS December31, 
in earnings this year in the face of indicated declin- 1940 1948* Change | 
ing tendencies for the oil industry as a whole, (3) ]| ASSETS (000 omitted) 
liberalization of dividends and suggestions of fur- |) cosh is _$ 63,248 $142,769  +$79,521 
ther steps in this direction upon completion of di- || Marketable Securities 352 1,600 + 1,248 
vestment proceedings, (4) expectation of “favorable _ || Receivables, Net 26,624 46,620 9+ 19,996 
developments” in connection with projected acquisi- || Gverteties OES Te 
: 2 an | Other Current Assets 4,609 + 4,609 
tion of Arkansas Natural Gas Corporation and (5) |) ToTat CURRENT ASSETS 124,035 286,116  +162,081| 
the contention that the company’s 30 per cent inter- || Plant and Equipment 910,856 1,004,211 + 93,355) 
est in Richfield Oil Corporation has been rather mod- Se ov pty a ? pete 
estly appraised. . cua ack Dies 36.334 + 36,334! 
Examining these factors, it would appear that || ojher Assets 253,301 16.850 —236.451 
several interesting aspects for future enhancement || TOTAL ASSETS $1,067,786 $991,851 —$75,935 
are suggested. As for segregation of natural gas and LIABILITIES 
oil operations, along the lines recently proposed by ]| 
the management of Superior Oil Company (Califor- yoo pg ie SS OS 
A oe : , ccounts Payable 11,960 41,330 + 29,370 
nia), Cities Service may be expected to consider such |} Accrued Taxes 6,857 48,800 + 41,943) 
a program at a future date. A recent ruling of the || Other Current Liabilities 20,116 8,908 — 11,208) 
Supreme Court, holding that distribution of assets || TOTAL CURRENT LIABILITIES 50,212 124,248 + 74,036| 
in liquidation may be made without liability for || Reserves - ie (tee, 
taxes on profits, apparently paves the way for im- || ¢0™P0"Y Funded Debt. —— ae © oan 
portant break-ups into smaller units. Any step in anaes Common Stock 37,035 37,020b — IS! 
this direction in the near future presumably would __ || Subsidiaries Funded Debt 274,973 223,487 + — 51,486 
be premature, however, for Cities Service manage- Subsidiaries Preferred Stock 103,646 44,813 — 58,833) 
ment has many more important problems to solve ~~ ere 49.013 126,779 += +:‘77,766| 
before — the question of integrating its || other Liabilities 56,066 39,962< +~—— 16,104 
rincipal divisions. Surplus... 45,835 221,113 +175,278| 
P ° TOTAL LIABILITIES $1,067,786 bd +755) 
Earnings Outlook pepe ela . ne ar “ee 
Fixed Char 28,831 23,546 —$ 5,285) 
The forecast of better-than-average earnings ee =e =i : ; | 
progress this year appears to have a sound basis. *—Latest available. 
The company is a purchaser of crude on baiance and (a)—Company has authorized redemption of $41,569,700 of all out- 
aa : standing Debentures due in 1958-63-66 and 1969. Funds for 
would stand to benefit from any weakening in the this payment will be derived from sale of the $35,000,000 re- 
price structure for raw materials. Authorities be- maining stock of Ohio Public Service Co., and a bank loan of 
lieve that crude prices at the moment are more vul- $6,600,000. 
nerable than refined products, which already have (b)—$10 par value. 
experienced considerable declines. In other words, (c)—Includes $33,503,156 of minority interest in subsidiary com- 
margins obtained by refiners are more likely to be panies common stock and surplus. 
maintained than the basic crude price. 
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Cities Service is expected to report a net profit 
for 1949 at about $14 a share, compared with $17.77 
a share in 1948. Despite reduced income from elec- 
tric utility operations, net this year is expected to 
compare favorably with that of 1949 chiefly as a re- 
sult of operating economies achieved with the addi- 
tion of new facilities and as a reflection of growth 
in the natural gas business. Benefits of the moderni- 
zation program at the Chicago refinery are expected 
to prove significant. Moreover, a new lubricating 
plant in Louisiana, owned jointly on a 65-35 per cent 
basis with Continental Oil, should contribute sub- 
stantially to 1950 income. The plant was only re- 
cently completed. 


Favorable Dividend Potentials 


With earnings for the current year projected at 
about $10 to $15 a share and with capital require- 
ments diminishing in reflecting completion of ex- 
pansion plans, management may feel disposed to be 
more generous toward stockholders—especially now 
that anxieties about interest charges and preferred 
dividend requirements have been virtually elimi- 
nated. Additional debt reduction is in store this year 
upon completion of sale of the company’s 98 per 
cent interest in Toledo Edison Company, which is 
expected to net a substantial capital gain to be ap- 
plied to earned surplus. In any event, the indicated 
$4 annual dividend rate appears secure. 

Cities Service management hopes to work out an 
arrangement for absorption of minority interests in 
Arkansas Natural Gas Corporation, which has ex- 
tensive production and reserves that would help 
round out the parent company’s position. Arkansas 
is engaged through subsidiaries in retail distribu- 
tion to some extent and thus falls under jurisdiction 
of the Securities & Exchange Commission. Plans are 
being considered for correcting this situation and a 
satisfactory solution may be found in coming months 
whereby the parent company would be able to effect 
a consolidation on a basis advantageous to all 
concerned. 

Whether or not Cities Service Company’s invest- 
ment (through Empire Gas & Fuel’s holdings of 
1,257,977 shares) in Richfield Oil Corporation has 
been adequately evaluated in the market price of 





Cities Service itself is an interesting question. It is 
generally admitted that Richfield’s sensational de- 
velopment in Cuyama Valley in California in less 
than two years has added some 250 million barrels 
of good quality reserves. Industry analysts estimate 
that on basis of 65 cents a barrel for reserves un- 
derground, Richfield shares have a potential value 
of about $70 a share. This would mean an appraisal 
of some $88 million for these holdings—or more 
than sufficient to retire outstanding debentures and 
$6.6 million bank loan recently authorized in con- 
nection with retirement of the 5 per cent issue. 
Whether or not Cities Service would consider dis- 
posal of its Richfield investment for such a sum, 
however, is questionable. After all, Richfield appears 
in line to increase its earning power this year and 
may feel warranted in increasing dividends. 

With production and refining operations strength- 
ened and modernized, the management of Cities 
Service contemplates enlargement of marketing and 
distribution systems this year in an effort to improve 
its competitive position. In this direction the com- 
pany arranged to take over Continental Oil’s retail 
outlets east of the Mississippi River—a transaction 
mutually advantageous to both concerns, since Con- 
tinental was unable adequately to promote growth 
in the highly competitive eastern territory. This 
move enabled Cities Service to enlarge its marketing 
facilities by about 10 per cent and thereby benefit 
from wider profit margins on surplus output of re- 
fined products in its Lake Charles, La., refinery. 


Incomplete Growth 


Probably the most interesting aspect of Cities 
Service is its relative immaturity. Notwithstanding 
that it ranks around the top in natural gas poten- 
tialities and is among the first ten domestic crude oil 
producers, it is not nearly as fully developed as most 
of the country’s largest petroleum concerns. The re- 
tail distribution system is comparatively small in re- 
lation to the company’s size. Development abroad 
has been negligible, partly because of a historical 
emphasis on the public utility nature of the business 
and partly due to the desire to avoid unpredictable 
risks of operations outside the country. 

Its major interest be- (Please turn to page 470) 






































Long Term Operating and Earnings Record 
Net Crude Gross Deprec. Net Net Net 
Oil Operating and Operating Oper. Rev. Net Profit 

Produced Income Deplet. Revenu* toGross Income Margin NetPer Div. Per 
so = oe (mill. bbls.) ($ mill.) %  ($mill.) fs Share Share _ Price Range 
1949 (9 months) —— $447.2 2 eee $39.8 8.9% $10.76 $3.50 a 70!/2-381/g 
1948 36.5 593.4 $47.5 $117.0 19.7% 65.7 UBL 17.77 3.00 6634-315 
1947 29.3 468.9 39.4 76.0 16.2 40.4 8.6 10.93 1.50 41-23%, 
1946 26.3 333.1 35.4 53.4 16.0 27.2 8.2 6.41 Nil 4174-2652 
1945 26.4 358.4 52.0 40.9 11.4 15.0 4.2 a2 Nil 311/4-16Y/g 
1944 26.8 336.8 39.5 49.5. 14.7 17.8 5.3 3.88 Nil 1734-125 
1943 ee 27.6 273.4 30.2 51.6 18.8 17.5 6.3 3.78 Nil 18l44- 3% 
1942 26.6 280.2 31.8 61.2 21.8 16.1 5.7 3.62 Nil 3%- 2, 
1941 24.9 260.9 30.3 51.0 19.5 14.3 5.4 2.90 Nil 652- 2!/2 
1940 << 22.9 238.7 29.0 34.1 14.2 2:9 4.1 1.72 Nil 654- 4 
ee 22.3 2204 = 28.6 31414380 68 Nil We 4a 
10 Year Average, 1939-48 26.9 $336.4 $36.3 $56.6 16.6% $23.0 6.1% $5.48 $ .45 70'/2- 2, 
4 Yeor Average, 1945-48 29.6 $438.8 $43.5 $71.8 15.8% $37.1 8.0% $9.55 $1.12 6634-1 6'/g 

*—Before taxes. (a)—For full year. 
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- DO RAIL PROSPECTS 
JUSTIFY MARKET RISE? 


By ROGER CARLESON 


— perhaps has con- 
tributed more towards main- 
taining the stock market up- 
swing in recent weeks, and es- 
pecially prior to the latest set- 
back, than the changed senti- 
ment towards rail securities, 
notably common stocks, but 
with preferreds and secondary 
bonds also in very good demand. 

Because the poor perform- 
ance of rail shares, beginning 
with the collapse of the bull 
market in 1946, was one of overshadowing bearish 
influence for the entire market, the fact that this 
group has now been able to muster not only definite 
strength, but actual leadership, should be regarded 
as significant, despite, if not because of the uncer- 
tainties which still surround the rail picture. 

One cannot, certainly, ignore problems so manifest 
in the industry, nor can one minimize the fact that 
mounting wage costs, both for operating and non- 
operating labor groups, have been a continuous ob- 
stacle to earnings improvement. Still, it should also 
be realized that basically, by resort to economies 
which may well prove equal in importance to higher 
rates, the industry has been able to place itself in 
position to transform any betterment in traffic into 
satisfactory earnings. 

Oddly enough, in each year of the last two decades 
the railroad industry has had to overcome prolonged 
streaks of sentiment much more bearish than usually 
affected other groups. Yet in these years there was 
the paradox that rails of every description furnished 
outstanding opportunities for large percentage prof- 
its, in keeping with the character and tempo of the 
general market. 

The rails have had many problems to contend with 
since they became one of the dominating factors in 
the American economy, and they must meet them to- 
day, just as in the past. In itself, this is no reason for 
investors to keep away from them as a group as if 
they were plagued by some incurable illness. Instead, 
they should adopt a policy of cold and deliberate ap- 
praisal, seeking out the good and avoiding the bad, 
always on an individual basis. 

Just as there are strong and weak steels, motors, 
coppers, oils and other industrials, just as there are 
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stocks of investment grade and others of pure specu- 
lative characteristics, so does this same yardstick of 
measurement apply to rails. 

In any attempt to evaluate more closely the pros 
and cons of the situation, it is important to examine 
the industry’s position at about the beginning of 1950. 


1949 Operating Results 


Operating statistics for last year are not yet com- 
plete, but enough of them are in to provide a sound 
basis for calculation and analysis. 

Total operating revenues of Class 1 carriers in the 
first eleven months of 1949 came to $7,869,492,000, a 
decrease of 11.2% from the $8,865,259,000 of the 
comparable 1948 period; operating expenses were 
$6,323,494,000 vs. $6,822,988,000, a decline of 7.3%. 
Largely because of the higher operating ratio on 
which the industry carried on, net railway operating 
income for the eleve nmonths was only $615,155,000 
compared with $937,721,000 in the 1948 period. 

No matter how high gross may run in 1950, the 
real clue to success in achieving larger profits must 
come from the operating ratio. Barring the unfore- 
seen in business dislocation or weather abnormalities, 
the railroad industry, through various economies of 
operation, notably dieselization, should be in excellent 
position to demonstrate the effectiveness of cost con- 
trol as the best means for building up additional net 
income. 

Turning once more to 1949 results, the most glaring 
decline took place in net income. On an estimated 
basis, the industry’s final net for the 11 months to 
November amounted to $353,000,000 as against 
$654,000,000 in the like term of 1948. This means 
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probably only about $370,000,000 to $380,000,000 was 
realized in form of net for the full year vs. $698,- 
100,000 in 1948, $479,900,000 in 1947 and $287,100,- 
000 in 1946. 

Because 1949 gross (estimated), while sharply 
under the $9,671,700,000 of 1948, was almost as large 
as the $8,684,900,000 of 1947 and was topped in only 
five years in history, and since taxes were sharply 
lower, the poor 1949 net income showing was due 
solely to the impact of higher operating expenses— 
not only wages for all classes of employees, but for 
extraordinary expense items linked with adverse 
weather conditions, work stoppages and accelerated 
maintenance. 

Accordingly, with about the same volume of traffic 
in 1950—and the outlook at this time is for some bet- 
terment—a return to normalcy in the operating ratio 
would mean substantial benefits to final net income. 

Indeed, predicated on total operating gross of be- 
tween $8.7 billion and $8.9 billion, which seems a con- 
servative estimate at this early date, and allowing for 
some reduction in industrial production in the course 
of the year, as suggested by recent trend analyses, the 
industry might well end 1950 with between $450 and 
$500 million in net earnings if it finds it can operate 
with a ratio of between 78.5% and 79.0%. 

On this basis, railroad profits would be rising ap- 
preciably at a time when some aggregate curtailment 
of corporation earnings seems almost inevitable, espe- 
cially in the second half. Whereas the comparison in 
very many industries will be with a high base, rela- 
tive to 1949, the exact opposite will be true in the case 
of the carriers. 

Of course, and it is a point rightly emphasized by 





those who regard new-found strength of rails with 
great skepticism, even the prospect of a modest rise 
in gross for 1950 could be nullified by a further de- 
cline in bituminous coal production. 

In this connection it must be understood that prod- 
ucts of mines account for more than 50% of all ton- 
nage moved and about 25° of freight revenues, with 
bituminous, alone, representing around 28% of ton- 
nage and about 14% of freight gross. 

While hardly logical to anticipate another year of 
serious and prolonged work stoppages at the mines, 
like those experienced in 1949, a trend which in some 
part has continued into 1950, nevertheless it is not 
idle fantasy to point out and stress the important role 
miners command in determining the fate of our rail- 
roads. 

Coal traffic is so lucrative for so many roads that 
it must be sustained if the industry is to remain a 
virile force in the country’s economic system. 

Although final and absolute agreement with oper- 
ating employees on all points of the 40-hour week has 
not been reached and fresh demands for higher wages 
from other quarters already seem on schedule, the 
sober view among railroad interests is that there will 
be few if any changes in either wages or rates during 
the remainder of this year. Beyond that they will not 
hazard a guess. 

Where rate adjustments are made, they will be 
largely in the nature of special reductions to offset 
competition from highway carriers—no increases are 
being sought—and although labor’s moves are hardly 
ever predictable, the feeling is growing that reason- 
able peace will ensue over the near and intermediate 
term at least, unless major living cost advances, or 





























































































































































































































| Statistical Position of Leading Railroads 
a 7 . OO —_—Net Per Share Dividends ‘ Yield** Recent | 
1947 1948 *1949 1949 {1950 . 1949 Range Price 
Atchison, Topeka & Santa Fe... .~—S—«&S#TZLU $23.33 $18.50 $ 8.00 $ 8.00 7.69 105'/2-80 104 
Atlantic Coast Line 7.28 (9.32 8.50 4.00 4.00 9.30 47-32%. 43 
Baltimore & Ohio(b) def.19 212 Nil ; : : __UR- 7% ie | 
Canadian Pacific 2.04 1.70 1.75 1.25 1.25 8.33 15 9%4-103% is | 
Chesapeake & Ohio 444 3.72, 1.65 3.00 3.00 10.00 3434-27 30 
Chicago, Milwaukee, St. Paul & Pacific(a) . 49 Nil _ Nil res : 854- 45% Sy 
Chicago & North Western(a) 66 2.93 Nil Nil 1.00 15 - WW, 12'/2 | 
Delaware & Hudson 11.42 13.95 5.00 4.00 4.00 12.50 4034-26 32 | 
Erie Railroad(a) . 1.16 4.09 80 1.00 1.00 8.69 1434- 91/4 1% | 
Great Northern Pfd. 7.28 8.91 5.75 4.00 4.00 9.30 439,-331/4 43 | 
Gulf, Mobile & Ohio(a) 2.66 4.92 2.25 50 75 3.57 14 - W%, 14 
Illinois Central ......... 10.25 (14.60 10.00 aes 2.00 3694-22'/2 me | 
Kansas City Southern... 9.75 15.51 12.25 4.00 4.00 8.33 497/4-39! fe-3 Ma 48 
Lehigh Valley(a) 0. ‘Nil 16 Nil moxie 25 55- 31/4 5 | 
Louisville & Nashville. _ 5.68 72.91 3.55 3.52 3.52 9.48 411/2-315%  - 
Minneapolis & St. Louis. 3.25 3.69: 1.00 1.00 7.69 1254-103, = 
New York Central 2S 1.55 50 1.00 4.00 13'/o- M4 12'/2_| 
New York, Chicago & St. Louis... 17.83 39.09 31.50 102!/4-56 102 
Norfolk & Western «4S 4.00 4.00 8.00 594-47, 50 
Northern Pacific indi 540 497 3.25 1.50 1.50 8.33 Wo-11Y2 18 
Pennsylvania ies am = ts te 75 1.25 4.41 17%4-133%, 17s 
Reading —e ee 2.35 2.00 2.00 9.30 23%-17% 2172 | 
St. Lovis-San Francisco(a B&B — cine: 225 3.46 1.90 1.00 1.00 8.70 12!/- 2- 1/2 | VA 
Seaboard Air Line(a).. cect ce See SO 659 4. 50 1.50 2.00 7.14 2134-131 3'/, 21 | 
Southern Pacific... 8.86 10.27 8.25 5.00 5.00 9.80 51-32! St 
Southern Railway 6.85 1252 —+5.50 4.00 4.00 10.81 41-25, 37 
Texas & Pacific ~ 11.03 15.06 9.50 4.00 4.00 8.51 48-36 47 
Union Pacific 11.35 14.24 9.25 6.00 5.00 6.98 89!/9-731/, 86 | 
Virginian Railway ..... 4.48 431 1.25 2.50 2.50 8.48 32!/,-26 29/2 | 
*—Partially estimated. **—Based on 1949 payments. (b)—Allowing for adjustment plan. 4 
t—Estimated payments. (a)—‘‘Available” earnings. 











448 


THE MAGAZINE OF WALL STREET 








th 
se 
le- 


d- 
nN- 
th 


of 
1S, 
ne 
ot 
le 
il- 


at 


}'= 
AS 
es 
he 
ill 
1g 
ot 


be 
et 
re 
ly 
n- 
te 
or 











other factors, combine to inspire a fourth round of 
wage fencing. 

In August of last year, the Interstate Commerce 
Commission decided the final freight rate case by 
allowing increases averaging about 3.7% over the in- 
terim schedules. This was equivalent to full boosts of 
from 8% to 10“ over rates in force prior to last year, 
depending on territory. Canadian carriers got in- 
creases of 8° last September. 

Then, in November, Eastern roads won permission 
to lift passenger fares an average of 12.5°C, marking 
the third post-war passenger fare increase. Also, later 
in the same month, the Commission recommended 
advances ranging from 8% to 18% in monthly New 
York-New Jersey commuter fares, with one exception. 


Countering Higher Labor Costs 


For labor, September 1, 1949, brought a forty-hour 
week for some 1,000,000 non-operating employees, 
accentuating the need for further economies to meet 
this new threat to profits. Many roads immediately 
countered by closing smaller passenger and freight 
stations on Saturday and by installing more labor- 
saving devices such as mechanical ballasters and 
track tampers, machines for cleaning ballast and 
automatic ticket venders. Further, the need for higher 
Government mail pay rates and express rates received 
renewed consideration. 

Perhaps it is purely co-incidental, or, perhaps it 
was because of the betterment experienced in the 
general security list—but it was approximately in the 
September-November period of what appeared to be 
final settlement of vital labor and rate questions that 
the rail market appeared to recognize and respond to 
the prospect of achievement of stability in these all- 
important factors. 

Although new bullish sentiment in the group ger- 
minated more slowly than elsewhere, there was de- 
cisive evidence that liquidation had dried-up and that 
many potential buyers were actually combing the 
carrier section for attractive income and speculative 
situations. 

Allowing, of course, for recent cross-currents and 
corrections, rails are now at approximately their 
highs for the movement. Whereas the next major 
thrust by industrials may be toward their 1946 peaks, 
rails have not yet reached the price territory attained 
in the summer of 1948. 


High Dividend Yields Available 


Consequently, as the accompanying tabulation 
shows, rail stocks are still available at prices indicat- 
ing a dividend return of as much as 914% from rela- 
tively strong situations and even more from those 
which rest on a weaker foundation. But in the great 
majority of instances, the estimated disbursements 
for 1950, as given, are reasonable forecasts, allowing 
for all known elements in the situation at this time. 

Many of the stocks in our table have a certain in- 
vestment flavor which tends to build up more in the 
way of attraction. In this category could be placed 
Santa Fe, Great Northern preferred, Kansas City 
Southern, Louisville & Nashville, Norfolk & Western, 
Texas & Pacific and Union Pacific. 

However, from point of potential earnings im- 
provement stocks of roads which made the worst 
showing in 1949 are in strategic position to establish 
the widest gains this year and so they may do very 
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well from a market aspect. Consequently, issues like 
the lower-priced Pennsylvania and New York Cen- 
tral, though more speculative, cannot be overlooked. 
Especially because they have concentrated on oper- 
ating economies through Diesel installations on a 
steadily expanding scale. 

For example, Pennsylvania with profits that prob- 
ably did not exceed $1.50 a share in 1949, may show 
as much as $2.50 to $3.50 this year, thanks to new 
economies. Much the same earnings situation pre- 
vails in New York Central which may report a com- 
fortable balance for its common stocks this year. 

Incidentally, Eastern roads will benefit during the 
first quarter of 1950 from continuation of a high pro- 
duction level in both the steel and automobile indus- 
tries which contribute importantly to their gross. 


Special Situations 


Certain special situations exist which are not re- 
flected in the actual figures. Illinois Central is defi- 
nitely a prospect for dividends, while Lackawanna 
may benefit from its holdings of 60,000 shares of New 
York, Chicago & St. Louis. 

The latter has continued to set the pace on the up- 
side during strong markets, with limited supply, large 
earning power and the outlook for eventual recapi- 
talization to eliminate preferred dividend accumula- 
tions acting as the major driving force. 

In connection with Chesapeake & Ohio, one time re- 
garded as of sound investment value, sustained peace 
in the bituminous coal fields could readily alter the 
entire picture and eradicate doubts as to the safety of 
the $3 dividend, often supplemented in the past by 
extras. 

Investors must understand, however, that there are 
many hazards in low-priced rails, especially in a 
market which has gone so far in one direction in 
little more than six months. They are urged now, as 
in the past, to follow a policy of using rails primarily 
for balancing speculative portfolios. They should 
never permit their accounts to become topheavy with 
rail commitments. They should remember, too, that 
large returns are often danger signals. Additionally, 
from a standpoint of tim- (Please turn to page 476) 
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1930 Outlook for 


*« 
By J. S. WILLIAMS 


Win most of the leading banks 
throughout the country reporting 
a moderate rise in earnings during 
1949, and quite a few liberalizing 
their dividend policies of late, 
there has been some increase in in- 
vestor demand for this sound me- 
dium. In appraising the outlook 
for 1950, there is fairly clear evi- 
dence that the traditional stability 
of bank earnings will continue and 
that the current year will prove 
to be at least as satisfactory as 
1949. 

Sound bank shares, as we have 
often suggested in our columns, 
could more frequently than is the 
case be included in the portfolios of investors desir- 
ing near-riskless securities with an interesting yield, 
factors that are rarely found in combination. The 
average return on shares of the leading New York 
banks was recently around 4.7% and many of them 
have paid dividends without interruption for a cen- 
tury or longer. Because government obligations con- 
stitute a very substantial portion of their total as- 
sets and their other investment holdings must at all 
times be high grade, the safety element is far above 
average. While potentials for marked growth are 
limited, an accumulation of retained earnings over 
an extended period often results in gradually in- 
creased dividends that in turn influence a long term 
uptrend in prices for selected bank stocks. 

At the beginning of the current year, the Federal 
Reserve Bank of New York pointed out that its 
members were in a very liquid position and hence 
well situated to cope with what seems sure to be 
an active economy for the next six months at least. 
In many respects, the outlook for the banks differs 
considerably from that of a year earlier. Widespread 
liquidation of inventories last spring caused a sharp 
reduction in business loans carried by the banks 
and a corresponding decline in their earnings from 
this source. As an offset, however, a shift in loan 
portfolios towards consumer and real estate loans 
bearing an interest rate of 4% got under way. Re- 
serve requirements last year were gradually re- 
duced from 26% to 22%, thus releasing a large 
amount of lendable funds. Holdings of government 
obligations during 1949 varied in maturities but 
totals rose. 

In the second half of last year, the easy money 
policies of the Treasury brought an uptrend in prices 
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for virtually all classes of bonds, thus permitting a 
greater degree of profit taking by the banks. The 
start of renewed deficit spending by the Government 
late in the year tended to reverse a downtrend in 
total deposits that had continued for several prior 
years. The relaxation of instalment credit terms and 
the legalization of Housing Authority bonds for in- 
clusion in bank portfolios broadened opportunities 
for lending at satisfactory rates and during recent 
months, commercial loans have once more begun 
to expand. 


Favorable Factors 


On the whole, accordingly, it looks as if the banks 
should enjoy favorable conditions in the first half 
of 1950 and probably throughout the year, as their 
earning assets should continue at a high level and 
demand for both business loans and consumer credit 
will likely expand. Additionally, the banks have 
continued to increase moderately their service 
charges for many forms of special business con- 
ducted with their customers. At the same time many 
of the institutions have installed cost-saving equip- 
ment that has largely offset an uptrend in salaries 
paid. For the first time, social security accounts in 
1950 may be carried by employers in commercial 
banks, thus directly or indirectly benefitting these 
institutions. Finally, the certainty that Federal 
budget deficits will have to be financed by the banks 
on a substantial scale will enhance their earnings 
potentials. 

Despite all the encouraging factors that present 
themselves, however, there are elements in the pic- 
ture that should deter any undue enthusiasm over 


THE MAGAZINE OF WALL STREET 




































a 
le 
it 


Yr 
= 


S 
it 


f 


BAR m— DO mw Qi si OO et Quy 


ad 





the banking outlook. For one thing, the big New 
York banks conduct business on an international 
scale and the devaluation of foreign currencies last 
year has already curtailed remittances from their 
overseas branches and will continue to do so. More 
importantly, the Federal easy money policies will 
lower the interest rate on any additional govern- 
ment securities acquired by the banks in 1950 and 
they may be forced to load up with short maturities 
bearing the lowest rates. On balance, it should be 
considered very satisfactory if bank earnings re- 
main stable at the level of 1949, rather than to an- 
ticipate any significant uptrend. Should this develop, 
though, some banks with ample capital resources in 
relation to deposits may pass along to their stock- 
holders a slightly larger portion of earnings. 

The year-end statements of the fifteen largest 
New York banks clearly show their strong position, 
and how through readjustments of various earning 
assets last year they managed to keep earnings on a 
rather even keel. Combined deposits of this group 
gained $363 million in the course of a year, loans 
and discounts declined $2 billion, holdings of gov- 
ernment securities rose $4.4 billion and those of 
other securities advanced by $900 million. Total re- 
sources were higher by about $361 million. It is im- 
portant to realize that many of these gains resulted 
in the final quarter, with indications that the mo- 
mentum may lose little force early in 1950. 

In the appended table we present statistics per- 
tinent to 17 large banks, most of them in New York 
but including some outstanding institutions in Bos- 
ton, Chicago, Philadelphia and San Francisco. In 
studying this tabulation, it is interesting to note the 
almost uniform increase in book values per share. 
As pointed out earlier in our discussion, profitable 
employment of retained earnings is a stabilizing in- 
fluence on bank earnings, and if long continued is 
likely to lead to somewhat improved dividends. 

Our table also reveals that the great majority 
of the shares are quoted at prices well below their 
sound asset values, regardless of the fact that gov- 
ernment securities comprise a substantial portion of 
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total investments. Indeed, these riskless holdings 
account for an average of more than 38% of the 
banks’ total assets. In prewar there were long pe- 
riods when bank shares sold well above their book 
values, and the present situation can only be ex- 
plained by over-emphasis on yields, the fact that 
bank shares are unlisted or by unwarranted appre- 
hension over increased domination of banks by the 
Federal authorities. In any event, the low relation 
of share prices to asset values is by no means con- 
fined to New York, for on a countrywide basis the 
average price of bank shares is little more than 80% 
of their book values. 

An outstanding exception to the foregoing rule is 
San Francisco’s Bank of America, N. T. & S. A., 
whose shares are quoted at 4534, compared with a 
book value of $30.35. The (Please turn to page 468) 




































































Statistical Data on Leading Bank Stocks 
Total %, of Total Assets _ 
Assets U.S. Loans 

Book Value Per Share Deposits ($ mill.) — ($ mill.) Govt. and Net Per Share* Div. Recent Div. 

12/31/49 12/31/48 12/31/49 12/31/48 12/31/49 Securities Discounts 1948 1949 1949 Price Yield 
Bank of Amer., N.T. & S.A. $30.35 $27.30 $5.775 $5.639  $6.250 28.7% 44.8%, $4.60 $5.09 $2.50b 4534 5.4% 
Bank of Manhattan 31.55 33.31 1.127 1.181 1.232 26.7 37.5 2.65 2.11 a 1.30 25%, 5.0 
Bankers Trust ...... eee 55.72 54.96 1.431 1.325 1.624 32.7 35.5 3.08 3.09 a 1.80 45//, 4.0 
Central Hanover .............__ 126.85 124.33 1.448 1.401 1.592 40.0 27.8 7.43 7.82 4.00 9 4.1 
Chase National ........... 46.67 44.29 4.384 4.237 4.779 38.0 28.2 2.38 2.63 1.60 36 44 
Chemical Bank & Trust... 45.45 44.29 1.449 1.435 1.593 37.5 27.4 2.89 3.18 a 1.80 424, 4.2 
Continental Illinois .......... S771 93.92 2.348 2.160 2.553 54.6 14.1 6.84 6.89a 4.00 873%, 4.5 
Corn Exchange, N. Y.......... 62.04 60.05 .766 772 815 57.2 10.2 4.73 4.79 2.80 58 4.8 
First National of Boston... 44.97 43.86 1.376 1.371 1.527 38.6 29.2 3.94 aes 2.25 49 4.6 
First National of Chicago. 205.72 191.91 2.278 2.078 2.461 40.4 32.1 12.23 12.48 8.00 206 3.9 
First National of N. Y. 1.417.43  1.415.87 599 523 .746 42.3 16.6 128.42 81.56 80.00 1215 6.5 
Guaranty Trust ....... . 370.57 366.89 2.299 2.330 2.730 39.8 34.9 18.06 17.68 12.00 292 4.1 
Irving Trust 0... "_ 23.60 23.29 1.052 1.143 1.187 38.1 32.1 1.36 1.384 .80 17% 4.4 
Manufacturers Trust . 60.87 62.82 2.281 2.223 2.451 44.0 22.7 5.19 484a 2.40 53\4, 45 
National City of N. Y.(c) 53.30 51.74 4.781 4.731 5.197 38.2 26.5 3.47¢ 3.65¢ 1.80 443/, 4.0 
New York Trust... 111.20 109.83 -627 .642 -706 37.8 33.5 6.50 5.38 4.00 86!/, 4.6 
Philadelphia National _... 87.24 85.30 .687 ’ 657 756 39.4 19.3 CO = a 5.00 96!/, 5.2 

(*)—Net indicated earnings. (b)—Plus stock dividend. 
(a)—Net operating earnings. (c)—Including City Bank Farmers Trust. 
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i ™ traditional zig-zag pattern of stock 
prices, especially that formed on an annual basis, 
has become a constant matter of reference by in- 
formed investors. In appraising the merits of 
equities at current quotations, after all the main 
issue, probably too much emphasis is accorded to the 
depths and heights of price ranges in former years. 
In other words, it is altogether too easy to assume 
that just because a stock sold at a peak or bottom 
price in past years, this is adequate evidence that 
it will happen again. 

On the other hand, everyone realizes that over the 
long term, stock prices reflect well sustained or dy- 
namic growth of a given enterprise and in similar 
fashion provide evidence confirming laggard or de- 
teriorating conditions. Economic, industry or com- 
pany experience is so constantly changing that the 
volatility of share prices from period to period is 
taken for granted, and this applies regardless of the 
varying quality or potentials of any and all equities. 
What might well be accepted as a valid indication 
of unusual vigor of a concern, however, is when at 
some time in each of a number of succeeding years, 
the price of its shares establishes progressively 
higher peaks, regardless of interim fluctuations. It 
hardly seems possible that such price behavior could 
stem from any superficial influences. 

The mere fact that a given stock has established 
new highs from year to year for, say, five or six 
years, while suggesting dynamic growth, by no 
means implies top grade investment 
fundamentals. Success inevitably 
breeds heightened competition and 
though aggressive policies may have 
pushed a concern ahead for a few 
years, its progress could falter 
thereafter . . . The most desirable 
growth situations are normally 
found among those whose able man- 
agement, ample finances, strong 
trade positions and well maintained 
research activities enable them to 
forge ahead despite brief periodic 
handicaps. There are very few out- 
standing growth stocks or invest- 
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ment grade equities 
that could qualify 
with increasingly 
high prices for an 


eight year period. 
Indeed, the number 
of situations of any 
kind that could be- 
come candidates is 
very limited and 
their varying invest- 
ment characteristics 
disclose that their 
composition is not 
decided by any set 
formula. 

About a year ago, 
we discussed in our 
columns fifteen 
stocks that had 
made new highs 
steadily since 1942. 
This group of course 
did not represent all 
listed stocks that 
could be included in 
this category, but we found our search so laborious 
that we limited the list to those selected. In review- 
ing the subject currently, with another year added, 
it is interesting to note that, despite the rising stock 
market during the last half of 1949, only four out of 
the fifteen concerns on our former list were able to 
maintain their record for progressively higher stock 
prices. 

Our test is very exacting and there are many 
stocks that missed out by a slim margin. By diligent 
search, however, we have uncovered three more 
stocks that we had overlooked, and though there un- 
doubtedly are a few others that might be added, our 
total has been reduced to seven. On appended tables 
we present statistics to show the interesting price 
behavior of these equities in each of the past eight 
years, together with earnings and dividend data and 
current yields. We shall discuss a few of these stocks 
on an individual basis. 

Although the business experience of General Fire- 
proofing Company started nearly half a century 
ago, its period of expanding growth started only in 
the middle 1930s. At that time the development of 
steel office desks, shelving, filing cabinets, chairs 
and similiar office equipment began to boost the com- 
pany’s annual sales at a rapid rate. More recently, 
production of aluminum furniture has helped to ex- 
tend its gains. During war years, munitions output 
on a large scale resulted profitably and in postwar 
an increasing demand for the company’s products 
steadily broadened its activities. 

Since the end of the war, annual 
earnings have increased substan- 
tially from year to year and divi- 
dends have trended higher to a peak 
of $5 per share in 1948-49. While 
net earnings probably reached their 
peak at $11.57 a share in 1948, re- 
ceding to an estimated $7.75 for 
1949, the coverage of dividends is 
still fairly good. 

Although the price of these 
shares, in advancing steadily for 
eight years from a peak of 1514, in 
1942 to a high of 42 in 1949, re- 


MAGAZINE OF WALL STREET 











corer Got mm FOS Me am OS MRM 


a 


Vi et ee 


5. We / CM bet iw eo 


=. 





flected the sound growth of the company, the gain 
was not commensurate with that of earnings and 
dividends in recent years. This is shown by the divi- 
dend yield of 11.4% that now invites caution as to 
its permanency. 

As the recent price of 441% would still afford a 
very satisfactory return even if the $5 annual divi- 
dend were substantially reduced, it can hardly be 
considered unreasonable. The company is soundly 
financed, has no funded debt and has just retired 
all of its preferred stock, leaving only 308,952 shares 
of common to represent its capital structure. With 
modernized and expanded facilities, plus a prospect 
that sales and earnings will level off not far below 
current levels, the growth potentials of General 
Fireproofing Company still seem bright for the 
longer term. 


Sample of Dynamic Growth 


The operating experience of Minnesota Mining & 
Manufacturing Company in the last decade has been 
so progressively satisfactory that it is small wonder 
the price of its shares has continued to rise. In- 
deed, the company showed signs of forging ahead 
substantially as far back as 1932. For more than 
half of its fifty year business history, M.M.&M. cen- 
tered mainly on production of abrasives of various 
kind and these products still help stabilize volume 
at high levels. The development of Scotch Tape, 
Scotchlite (a light reflecting material used on high- 
way markers), a broad range of rubber items, 
gummed tapes and fabrics, Scotch filament tape for 
recordings, waterproof wrapping ribbons and Safe- 
ty-Walk floor surfacing material have greatly broad- 
ened the company’s markets, particularly in postwar. 

Since 1932, volume of M.M.&M. has risen from a 
level of $3.4 million to $108 million in 1948, and 
since 1942 has almost tripled. Earnings gains in the 
last eight years were more irregular because of ex- 
cess profits taxes in the 1942-45 period, but since 
then they have risen sharply from $1.87 per share 
in 1945 to $6.51 in 1948. To judge from reported 
net earnings of $4.89 per share for nine months of 
1949, compared with $4.64 a year before, final net 
for last year may have risen to around $6.75 a share. 
As for dividends, these have trended steadily up- 
ward in the last four years to a top of $2.60 in 1949, 
but even so represent not much more than a third 
of available net. 

Marketwise, these shares have continued to re- 
flect the company’s consistent growth, reaching new 
highs in each of the last eight years. Because the 
management early last year hinted at prospective 


lower sales and earnings due to readjustment uncer- 
tainties, the share price declined moderately to a 
low of 6614, but reversed the trend in the last half 
year to establish an all-time high of 101. The over-all 
gain from a low of 16 in 1942 is thus quite im- 
pressive. 

Considering that going back to 1932 when, as said, 
the company’s major growth began to get under 
way, the shares then sold as low as 234, a very good 
example is furnished of the appreciation potentials 
in shares of concerns with proven vigor. As there 
are no indications that M.M.&M. has reached a ma- 
ture stage, and as it is likely to produce other new 
items of industrial and home utility and all of its 
output is rather rapidly expendable, tending to sta- 
bilize replacement sales, the shares have considerable 
speculative appeal for the long pull despite their ad- 
vanced price, though at around 100 the prospect of 
improved dividends has been amply discounted. 


A Unique Case 


Texas Pacific Land Trust presents a rather unique 
situation where sharp growth in income in the last 
few years has radically advanced the price of the 
company’s shares. As far back as 1888, this trust 
was formed to acquire almost 3.5 million acres of 
Texas lands spread over 29 counties. This property 
represented holdings of owners of land grant bonds 
of the Texas & Pacific Railway. 

For decades thereafter, the main revenues came 
from land sales and were only moderate until 1946. 
For some years prior to the last war, though, oil 
discoveries in Texas had increasingly swelled reve- 
nues from royalties and leases in proportion to prof- 
its from land sales and grazing rentals. As our table 
shows, net earnings crept gradually up from 16 
cents a share in 1942 to 30 cents in 1945, though 
dividends remained stable at 10 cents a share. 

In 1946 when the big oil companies embarked 
upon their record search for new petroleum re- 
sources or expanded their production with output 
from proven wells, Texas Land Trust’s annual net 
income soared from $471,000 to $1.4 million, stead- 
ily rising to $4.7 million in 1948. More than 90% 
of revenues is now derived from oil royalties and 
leases paid by such large concerns as Atlantic Re- 
fining, Texas Company, Shell, Gulf Oil, Humble, 
Pure Oil, Phillips and Continental Oil. As the Trust 
still owns more than 1.8 million acres of Texas land, 
its potentials for increasing its oil royalties further 
are interesting to consider. 

To keep pace with expanding income, annual divi- 
dends rose to $2 per share when net established a 
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peak of $3.87 a share in 1948. Due to curtailed pro- 
duction in Texas last year, net earnings may not 
have exceeded $3.25 per share, and dividends were 
reduced to $1.70. Despite the downtrend, though, 
the price of the shares reached a new high of 583. 
in 1949 as the vast potentials of Texas Land Trust 
stirred the imagination of investors. Strangely 
enough, the Trust has never valued its tremendous 
land holdings on its balance sheets, thus the book 
value of the shares is abnormally low, in fact mean- 
ingless. But how strongly the current price has dis- 
counted the company’s potentials is shown by a 
yield of only 2.8%. 


Oil Concerns 


Due to the increasing prominence of the oil in- 
dustry in recent years, it is not unnatural to find 
the majority of concerns qualifying for our pur- 
poses in this group, or engaged in natural gas ac- 
tivities. Among these is Humble Oil & Refining Com- 
pany, one of the principal subsidiaries of Standard 
Oil Company (New Jersey). The struggle of the oil 
industry since the start of World War II to increase 
supplies of crude and refined oil to meet a large up- 
trend in demand has been notably shown by -the 
experience of this concern. 

Vast outlays to expand output of crude oil re- 
sulted in a rise in production from 56.2 million bar- 
rels in 1942 to 134.8 million in 1948, with trunk pipe 
line deliveries and refinery output also gaining sub- 
stantially. With favorable prices prevailing, Humble 
Oil’s net earnings rose consistently from $1.63 per 
share in 1942 to $10.35 in 1948, while annual divi- 
dends advanced from $1 per share to $4 in 1948-49, 

The steadily improved outlook for the company 
from year to year until 1949 established new peak 
prices for the shares from a start of 31 in 1942 to 
90 in 1949. This latter record high probably resulted 
from confidence that the $4 dividend rate would 


prove stable in view of the ample earnings coverage, 
though it was widely expected that net would recede 
from their boom level in 1948, an assumption almost 
certain to prove true. Altogether, Humble Oil & Re- 
fining Company has attained such an increased sta- 
ture and capacity that it is presently in a position 
to hold its competitive advantages comfortably in 
coming years, although oil products may become so 
plentiful in the near term that sales and earnings 
may decline somewhat. 

Aggressive policies of Lion Oil Company for more 
than fifteen years past have markedly improved its 
volume and earnings, especially as applied to the 
1942-48 period. Net earnings of $5.01 per share in 
1948 contrast with 51 cents in 1942, while annual 
dividends rose to $1.37 a share from 25 cents in 
the same span. Although heightened competitive 
conditions in 1949 undoubtedly reduced earnings last 
year, the directors distributed a larger portion of 
earnings than formerly, paying a total of $2.50 in 
1949. This liberality was reflected by an advance in 
the price of Lion Oil shares to a new high of 33% 
for the eighth consecutive year, in contrast to a 1942 
peak of 314. 

The growth of Lion Oil has partially resulted 
from policies to achieve and maintain complete in- 
tegration of operations. The company owns 489 pro- 
ductive wells, mainly located in Arkansas, with 
others in Kansas, Texas and a few additional states. 
Refineries process more than 8 million barrels an- 
nually, more than 60% of which comes from the 
company’s own wells. Lion’s pipe lines operate over 
393 miles, and it has marine terminals and ware- 
houses of large capacity. Finally, distribution of 
petroleum products is conducted by almost 1,800 au- 
thorized retail outlets. 

While the company produces a broad range of oil 
items, there is special emphasis on output of asphalt 
and road oil, diesel and heating fuels and residual 
fuels. Profit margins on (Please turn to page 468) 






























































Financial Data on Stocks Making New Highs Each Year* 
Div. Price 
Yieldt Recent Earnings 
1942 1943 1944 1945 1946 1947 1948 1949 ys Price Ratiot 
General Fireproofing : 
Net Per Share $1.62 $155 $I5l $1.72 $4.71 «= $9.53. $II.S7—s4$7.75e «14% 445 
Dividends Per Share... (1625 1.25 1.25 1.25 1.50 3.00 5.00 5.00 
Humble Oil & Refining 
Net Per Share 1.63 2.54 3.37 3.94 4.00 6.90 10.35 8.50 e 4.9 82 9.6 
Dividends Per Share... 1.00 1.25 150 150 162 3.00 4.00 4.00 
Lion Oil 
Net Per Share 51 ve 83 96 1.69 3.41 5.01 4.50e 8.3 30!%, 6.7 
Dividends Per Share. nnennenn 25 25 .25 35 38 87 1.37 2.50 
Minnesota Mining & Manufacturing 
Net Per Share 2.07 2.09 2.03 1.87 5.08 5.94 6.51 6.75 e 2.5 983%, 15.2 
Dividends Per Share. +70 .70 .70 72 1.15 1.55 2.10 2.60 
Northern Natural Gas 
Net Per Share 1.46 1.50 1.85 2.00 2.68 3.23 3.12 2.85 e 4.8 36, «12.6 
Dividends Per Share. 100s«*d2«OTsi(itiC(tsC*dSSC*dd«CGOSC“‘i‘C«‘RNC‘*d;«BOM 
Texas Pacific Coal & Oil 
Net Per Share 48 4 127 Ce” aa a a ee 22% 6.0 
Dividends Per Share. enn. «25 .30 .37 42 50 1.00 1.75 1.75 
Texas Pacific Land Trust 
Net Per Share 16 ey | .24 30 -98 1.64 3.87 3.25 2.8 59 18.1 
Dividends Per Share... += 10 10 10 10 .30 1.30 2.00 1.70 
*—Figures adjusted for stock splits. t—Based on 1949 estimated earnings. 
t—Based on 1949 dividends. (e)—Estimated. 
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ARMOUR & COMPANY 


‘4 many obscure factors 
often account for the disap- 
pointing price behavior of certain equities that our 
research department is continuously engaged in gath- 
ering whatever clarifying evidence may be available. 
Since quite a few of our subscribers seem uncertain 
as to whether they should retain, or dispose of, the 
stocks of the three concerns listed above, we take this 
opportunity to pass along our conclusions to others of 
our readers who may be interested in these situations. 


Armour & Company 


The very erratic operations of the meat packing in- 
dustry over a long term of years have always held 
the equities of Armour & Company in a highly specu- 
lative realm. Payment of limited common dividends 
in 1937 and again in 1948 prevented a complete void 
in the record for several decades past. In the circum- 
stances, the most optimistic appraisals of the stock in 
postwar raised the price to a peak of only 1814 in 
1946 and as arrears on 


VICK CHEMICAL COMPANY 
PATINO MINES 


how rapidly a shift in operat- 
ing conditions, one way or the 
other, can affect Armour’s earnings from quarter to 
quarter. The company’s huge volume and speedy 
turnover enables it to operate normally with slim 
margins, but these can quickly vanish if costs and 
prices fail to retain a desirable balance for even a 
relatively few weeks. During three successive thir- 
teen-week periods, ended July 30, 1949, the company 
failed to earn enough to meet preferred dividend 
charges, with operating results actually in the red in 
the first two periods. It is interesting to note that in 
the 1948 October period, a loss of $1.5 million was 
incurred on sales of $521.9 million, although sales of 
$452 million in the July 1949 interval proved to be 
almost break-even volume. And though sales for thir- 
teen weeks ended October 29, 1949, the final period 
for the fiscal year rose only to $469 million, a net 
profit of $6.9 million more than offset all earlier losses 
for fiscal 1949, but not enough to forestall an annual 
deficit of 60 cents a share on the common after 








the preferred have once 
again begun to accumu- 
late since mid-1949, it is 
hardly surprising to find 
the current quotation 
around 9. Even so, this 


Armour & Company 
Year —s«413 Weeks ‘13 Weeks 26 Weeks 13 Weeks _ 
Ended . Ended Ended Ended Ended 
Oct. 29, 1949 Oct. 29, 1949 July 30, 1949 Apr. 30, 1949 Oct. 30, 1948 





Sales & Oper. Revenues (000 omitted) $1,848,280 


$469,207 $452,177 $926,895 = $521,928 





latest price compares very 
favorably with a 1949 








low of 5, showing how 
radically fluctuations in 











interim earnings can af- 
fect speculative thinking. 





Reference to the ap- 














pended table will reveal 
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Operating Profit (000 omitted) 7,900 12,983 “1477 ~~ (d)8,324 ~— (d)I86t 
Operating Margin i) ), ~ 003 ©5= Ni £Nil 
Net Profit 558 ~ 6,900 170 (d)6,512 (d)i5ig 
Net Profit Margin 003% «1.4% Ni sé Nil 
Net Per Share $(d).60* $1.51 $(d).14 $(d)1.97 $(d).55 
(d)—Deficit *—After allowance for preferred dividends. 
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ARMOUR & CO. 





$147,143 ,866 

$873 ,908 

500,000 - no par 
4,065,716 - $5 par 
Oct.’ 31 


Funded Debt: 
Minority Int: 
Shs.: $6 Cv Pr Pfd: 
Shs.’ Common: 
Fiscal Year: 


THOUSANDS OF SHARES 


1941 1942 1943 1944 1945 1946 


1 


1938 
d 
15 
100.1} 


1939 1940 


1 


123.8 | 129.5 


100.6} 111. 0 


allowance for dividends on the preferred stock. 


According to the management, a drop in meat 
prices early in 1949 caused inventory losses until the 
cost of livestock by midyear declined sufficiently to 
broaden margins and in the final quarter to extend 
this advantage. The over-all improvement was attrib- 
uted mainly to better conditions in the meat division, 
for Armour’s large scale output of leather, chemicals, 
soap, poultry and dairy products, pharmaceuticals 
and vegetable oil items proved to be less profitable 
than in 1948. In fiscal 1949 the company’s volume for 
the fourth succeeding year continued at a level about 
double that of prewar, reaching $1.84 billion, but ris- 
ing costs apparently fully offset this advantage. Be- 
cause of Armour’s manifold product diversification, 
it is impossible to estimate just where margins seem 
unusually sensitive to competitive influences. 

Armour’s basic position has of course been greatly 
‘strengthened in postwar by long term financing at 
low rates and elimination of all but $3 per share of 
arrears on its preferred stock. Its readjustment prob- 
lems in the last two years have been unusually severe, 
as has also been the case with most of its competitors. 
It is quite possible that 1950 operations may show 
that many former handicaps have been overcome to 
some degree, especially as a record supply of hogs 
sseems certain and a downtrend in prices for all 





1947 





types of livestock is probable... 
The company’s outlook for larger 
profits from chemicals and phar- 
maceuticals is also promising. In 
1949 a large new chemical plant 
designed to process around 100 
million pounds of fats and oils an- 
nually was completed and should 
increasingly yield a good income. 
Additionally, Armour’s scientific 
staff last year announced the suc- 
cessful production of ACTH, the 
amazingly effective hormone ex- 
tracted from the pituitary glands 
of hogs and widely hailed as an 
outstanding alleviative for arth- 
ritis, gout, rheumatism and leu- 
kemia. This development will 
likely prove quite profitable. 

On the whole, however, some 
time will probably pass before 
holders of Armour common stock 
can expect to receive any divi- 
dends, though it is quite possible 
that 1950 earnings may improve 
enough to clear up arrears on the 
preferred. The company no longer 
includes earnings from its numer- 
ous foreign subsidiaries in its consolidated income 
account, because of currency devaluations, except 
where dividends have been received in American dol- 
lars. We would agree with most investors that Ar- 
mour common is quite speculative, although there 
may come periods in the long run when the stock may 
appreciate substantially in price, percentagewise. At 
a recent price of 74 for the 6% convertible preferred, 
this senior issue seems to have better appreciation 
potentials over the longer term. Total dividend ar- 
rearage on January 1 amounted to $4.50 a share. 


Price Range 
1929 - 1935 
High — 62 
Low — 3¢ 


1948 1949 


Vick Chemical Company 


Although Vick Chemical shares have not varied im- 
portantly in price in the course of a year, recent quo- 
tation of 21% comparing with a 1949-50 range of 
high—25, low—20, many investors interested in this 
concern appear to be disturbed over the potential im- 
pact of newly discovered cold remedies on future sales 
of this outstanding specialist in the field. It is of 
course true that medicinal preparations used for 
treating nose, throat and respiratory affections have 
mainly accounted for the long sustained and substan- 
tial growth of this concern. Vick’s Vapo-Rub and 
Va-tro-nol have met increasing consumer acceptance 
in markets all over the world, but gradual diversifi- 

cation of output to include 





biologicals, pharmaceuti- 





Vick Chemical Company 


; Quarterly Income Statistics 


cals, chemicals, perfumes, 
cosmetics and toiletries have 
greatly lessened reliance on 
the company’s earlier prod- 





____ Sept. 30, 1949 June 30, 1949 Mar. 31,1949 Dec. 31,1948 Sept. 30, 1948 


ucts. 








|| Net Sales (000 omitted) 






































$12,295 $7,809 $10,534 $11,528 $12,169 peers 
|| Net Before Taxes (000 omitted) 3,481 N.A. N.A. N.A. N.A. a ae 
Pre Tax Margin —— 28.3% N.A. N.A. N.A. N.A. creased number of offerings, 
Net Income (000 omitted) 2,051 .044 1,037 999 1.937 Vick’s annual volume has 
Net Profit Margin 9.2% 005% 9.8%, 8.6% 15.9% risen consistently in each of 
Net Per Share $1.46 $(d).03 $.74 $.71 $1.37 the past twelve fiscal years 
(d)—Deficit. ended June 30. All-time high 
sales of $42 million in fiscal 
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; 1949 were more than four times VICK CHEMICAL VIK 
Y the volume of $8.9 million in 1938, Adjusted 
“" attesting to especially satisfactory < Price Range 
n gains in recent years. Unusually : a iby 
it stable earnings, even in highly de- Low - 11 
() pressed years, have characterized 
- the company’s record for many 
id years past. While net income gains 
e, have not kept pace with rising vol- 
ic ume, larger sales in the last five a a 
0. years have resulted in holding net Shs.Cap.Stk: 1,419,950 = $2.50 par 
e per share at an average of about Fiscal Year: June 30 
| $2.80 in the 1946-49 period, well 
Is | above preceding years. Vick 
n earned $2.79 per share in fiscal 
1- 1949. 
" Regarding dividends, payments 
ll have been made regularly since 
1933, at least, prior to which no 
1e record is available. As the business 
‘e started back in 1885, it seems clear 
k that it must have proved profitable THOUSANDS OF. SHARES 
.. in most years of its earlier history = 
le to emerge as the present corpora- | 1940 | 1941 1942 | 1943 | 1944 | 1948 | 1946 | 1947 | 1948 | 1949 
7e tion. For the past two years, regu- 2.02 | 1.62 | 1. 
“ lar quarterly dividends of 30 cents mer Bee | 
Y per share have been distributed, or Je DR ee 
- 
- ; j : ; ——1 mendous publicity preceding the marketing of 
rt |_ ____ Patino Mines & Enterprises —__ the new aekidneanies aes as cold hte 
I- | — hs aah oo, and attributed the volume decline to drastic 
a | June 30,1949 Mar. 31,1949 Dec. 31, 1948 competition from this new source. — 
Vv | Seen een ee _(In Bolivian Currency) As if to refute such an assumption, Vick’s 
t | Net Sales (000 omitted) _ NA. NA. __bs. 661,779 || sales in the September quarter soared to $12.2 
1, | Operating Profit (000 omitted) NLA. N.A. _bs.(c)57,913_ || million, about 6‘o higher than in the similar 
n | Operating Margin ; N.A. N.A. 8.7% period of 1948, and net earnings advanced cor- 
- Net Profit... bs. (4,800 _bs.(d) 1,572 _bs.(b)50,752_ || respondingly to $1.46 per share for the three- 
Net Profit Margin a — NA NAL 7.6% || ~=month period. It is evident that Vick Chemical 
Net Per Share —_bs.3.6 ibs. ILE bs. 38-4 FS at that time at least was not affected by any in- 
fea gee of onan eapibeclans te —€ a S. Lcmaps aa | roads of the new cold remedies. More than one 
—This does not include an estimated net protit atter taxes o ; or| . ee ee cette : ae ices 
about $399,500 in U.S. Currency. (c)—After taxes. (d)—Deficit. | rst B siemiak (Famer ceeded 
1- 
> $1.20 annually. This represented — _ 
yf about 43% of available earnings, : 
iS indicating both an ample coverage Tin Price Range 
a and highly conservative dividend i. - 1935 
2S policies. ee = 
rf As pointed out at the start of 
yr our discussion of Vick Chemical Funded Debt: None 
re Company, the price range for these vb a a $3 par 
i- shares was rather narrow last 
d year, although some stockholders 
e may have been disappointed when 
- the price hit a low of 20 last July. 
le What may have occasioned this 
1- temporary decline was the com- 
S, pany’s report on operations in the 
fe June quarter, the final one of its 
n fiscal year. Volume of $7.8 million 
1- for three months ended June 30 
was more than 20° below either 
e - the preceding quarters, a de- 
1- cline severe enough to cause an — - 
S; earnings deficit of 3 cents a share THOUSANDS OF ee ee 
iS on the common stock. While sea- ; Plus Stk Div 
yf sonal factors and other transient 
"S handicaps really accounted for the 1940 1941 1942 1943 a 1948 1946 1947 = 1949 
h poor showing, some stockholders 
a1 were unduly influenced by the tre- | | .7 





T JANUARY 28, 1950 457 








February 


The market’s record for the 
month of February has been with- 
out any seasonal bias either way. 
Checking back over the last 30 
years, the month’s 28 days have 
brought moderate to sizable net 
gains in 10 years, moderate to 
sizable declines in 8 years, and 
only insignificant net change in 
12 years. One of the best Febru- 
ary advances was in 1931, but it 
proved to be only a passing inter- 
lude in the worst bear market of 
all time. One of the worst Febru- 
arys was that of 1933, with the 
banking crisis rushing toward its 
climax, which came in early 
March. February, 1946, brought a 
sharp reaction which proved to be 
the first significant indication of 
toppiness in the great 1942-1946 
bull market. The low-priced stock 
index never got back to where it 
was prior to that reaction, and the 
same was true of a fair number of 
individual stock groups. The bull 
market continued for about three 
months, after the reaction was 
made up by the composite index 
and the Dow daily industrial aver- 
age, with the going generally slow 
and more and more laborious. 


Habits 


Much — probably too much — 
has been made of the fact that 
since the market came under SEC 
regulation in comparatively recent 
times, more or less inhibiting the 
operations of professionals and 
insiders, its “habits” have differed 
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considerably from those of older 
times. It is true that, on an aver- 
age in advancing phases, reac- 
tions come at more widely spaced 
intervals than in the past; and 
that there is some tendency also 
for bear markets to be more 
straight-line affairs than in the 
past. But in this matter an old 
French adage is apt—‘‘the more 
it changes, the more it is the 
same.” The differences in market 
habits are not too emphatic; and 
regardless of habits, market ac- 
tion is always conditioned by the 
circumstances of a given time. 
Therefore, recognition of a ten- 
dency toward fewer reversals in 
the general market trend does not 
make it any easier to make money 
in the market, or avoid losing it, 
than was so earlier. Prior to the 
recent sell-off, the market had 
risen for a little over six months. 
Advances running for five to nine 
months or so, without significant 
interruption, occurred in 1897, 





1902, 1908, 1922, 1925, 1927 and 
1928—all in the ‘“‘bad old days.” 
Regardless of market “habits,” in 
periods of indecision and uncer- 
tainty, erratic gyrations and fre- 
quent reversals of direction are 
the rule, That was so in the “re- 
formed market” in 1934, in 1938 
and in the first nine months of 
1939; also, to a lesser extent, in 
1947 and 1948. As regards profes- 
sional operations, note that the re- 
cent active selling began at 2 
P.M. on a Thursday, as if some- 
one rang a bell. The public does 
not behave that way. 


Business 


Where the market may be six 
months or a year hence depends 
infinitely less on technical “hab- 
its’ than on business activity, cor- 
porate earnings and dividends, 
legislative developments at Wash- 
ington, news shocks from abroad, 
etc. Broadly speaking, even per- 
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1949 1948 
Nov. 30 Quarter $2.99 $2.90 
Nov. 26 Quarter 1.02 .89 
Nov. 30 Quarter 1.12 93 
Year Oct. 31 3.36 2.53 
Sept. 30 Quarter .23 15 
6 mos. Nov. 30 55 54 
Year Sept. 30 -86 .84 
Year Dec. 31 1.13 -64 
52 Weeks Oct. 29 2.59 1.42 
12 mos. Nov. 30 1.34 -86 
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haps to the point of over-simpli- 
cation, major market advances 
tend to be imaginative in their 
first and last phases, realistic in 
the middle phase or phases. Ini- 
tially, canny investors buy in ex- 
pectation of business improve- 
ment which is not currently 
visible. In the blow-off phase, 
speculators take over and imagine 
that everything is going to be 
hunky-dory for some time to 
come. In the middle phase the 
market tends to look, listen and 
feel its way. To date all advances 
since the 50-point 1946 decline 
have been intermediate, rather 
than major. Those of 1947 and 
1948 foundered when people took 
another look at the business out- 
look, and found it dubious... 
Whether the same will be so in 
the present instance remains to 
be seen, but it could well be. 
“Fairly good” business for the 
first half of 1950, or most of the 
first half, would not seem to be 
enough to add much, if anything, 
to the market recovery heretofore 
seen. Yet that is all that can be 
counted on prudently. There is a 
good deal of uncertainty about 
second-half possibilities. Consid- 
ering the advanced price level, 
this could begin to worry the mar- 
ket at almost any time—if it has 
not already begun to do so. 


Reaction 


Up to this writing the maxi- 
mum reaction in the Dow indus- 
trial average was 5.17 points on 
the basis of closing prices and 
8.98 points on the basis of intra- 
day highs and lows. The latter is 
probably the more realistic basis 
in figuring a technical correction. 
Applying it, slightly over 21% of 
the maximum advance from last 
June’s intra-day low to the intra- 
day high of January 9 was can- 
celled. That ranks as a minimum 
technical reaction. It may or may 
not go further; and the assump- 
tion that it is only a correction 
in an uptrend is subject to test. 
Only time will tell. Upside action, 
following a reaction, can be very 
significant. 


General Motors 


The action of General Motors 
often has had some general trend 
significance. This is understanda- 
ble, in view of the company’s in- 
dustrial importance and the wide 
investment interest in the stock. 
The issue has been stymied ever 
since announcement of the $3 ex- 
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ira 1ast November 7, bringing 
1949 payments to a record $8 a 
share. It sold up to 7234 then, and 
has not bettered that price since. 
The stock gets support on the 
reasoning that it is attractive on 
current yield and probable con- 
tinuing yield; that auto sales for 
1950 will be only moderately un- 
der the very high 1949 level, etc. 
But this support is balanced by 
the selling of some holders who 
figure that the best possible news 
as regards dividends and earnings 
was seen in 1949; and who reason 
that, with output to be active into 
spring at least, a “moderate” 
shrinkage for the year means 
something more than moderate in 
the second half year. The general 
view of the sellers seems the more 
realistic and should prevail. It ap- 
plies to many stocks which look 
attractive, if not cheap, statisti- 
cally; but which for some time 
have not been going up appre- 
ciably. 


Transamerica 


The stock of this holding and 
investment company rose from a 
low of 10 last June to a recent 
high of 1634, and stands at 1514 
as this is written. It provides a 
current yield of over 6.4%, the 
dividend having been raised re- 
cently to a $1 a share annual 
basis, from 80 cents previously. 
Stated net asset value per share 
has been slightly over $18 for the 
last several years, but actual value 
of holdings may well be 30% to 
40% over that figure. The com- 
pany’s biggest stake is in highly 
profitable banks which, aside from 
the National City Bank of New 
York, are in the favored Far-West 
states. Its insurance and indus- 
trial holdings are also large. In a 
way, the operation may be likened 
to that of Atlas Corporation. It is 
smart, and concerned mainly with 
“special situations” which can be 


largely developed. There is a pos- 
sibility that the bank holdings, or 
part of them, may be distributed 
to Transamerica sharehoiders. The 
stock is a good-grade speculation. 
Its last bull-market high was 23; 
that of 1936-1937 was 3614. (You 
can forget the 1929 range of 
13434,-401/.) 


Fast 


Proprietary antihistamine cold 
tablets are selling in a retail vol- 
ume now approaching $150 mil- 
lion a year, or some 30 times 
greater than when such remedies 
could be had only on prescription 
of physicians. This column is not 
concerned with the medical value 
of these products. They have met 
requirements of the Federal Food 
& Drug Act; they have been one 
of the most sensational commer- 
cial successes in the history of 
the drug business; and they 
might become as common for self- 
treatment as aspirin. The first two 
brands on the market were those 
of small makers, without listed 
stocks. Such big companies as 
American Home Products and 
Bristol-Myers have jumped into 
it. No doubt others will follow. 
Selling prices and profit margins 
seem bound to come down consid- 
erably. Certainly for large and 
diversified drug concerns, there is 
going to be no bonanza in the 
antihistamine tablets. 


Liquor 


Leading liquor stocks, such as 
Schenley, National Distillers and 
Hiram Walker look very cheap on 
earnings, as they have for a long 
time. But earnings, trending down 
slowly from 1948 peaks, are far 
higher than they ever were before 
the war. The $64 question is: 
How much will they finally 
shrink? Population and national 

(Please turn to page 480) 
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1949 1958 
Whlisert Gaia S Se Celi. oo osooicsccicsscsseccecevcsusvacenc Nov. 30 Quarter $ .18 $ .37 
Rep NUM IN ooo 55 5025 occ ch cai coescevsse Saudades Year Oct. 1 4.30 7.53 
National Mallinson Fabrics ........................ 6 mos. Nov. 30 1.23 1.66 
Hatvim CMe Fe) Ces... 5... ceccciasecccsecscecsceccesve § }=GQREIS Cia ae 1.93 1.98 
Wesson Oil & Snowdrift ....................0...0... Dec. 3 Quarter -85 87 
superioe Clb Ca. (GOR) :. 0..06s..000isccescecceeseses Nov. 30 Quarter 4.33 6.46 
Stevens (5 Pay Ge Cae «oc. cc csiscec cst cciscectevess Year Oct. 31 5.14 8.10 
National Pressure Cooker ................... Year Sept. 30 1.09 3.79 
Minneapolis-Moline Co. ... sescvscesecsee §=6 VG Oat. SI 7.20 7.27 
Tae re er eo coe Face sas cece ead ascenegeewe Year Oct. 31 4.87 6.24 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
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1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Firestone Tire & Rubber Company 


As a subscriber to your magazine, 
please furnish information as to recent 
operations of Firestone Tire & Rubber 
Company, their expansion program and 
financial position. F.S., Boston, Mass. 


Firestone Tire & Rubber Com- 
pany showed total sales for the 
year ended October 31, 1949 of 
$579,606,107 as compared with 
$633,858,424 for the previous 
year. After providing for all ex- 
penses, including depreciation and 
taxes, and after providing a re- 
serve of $5,169,652 to cover for- 
eign earnings which cannot now 
be remitted, the net income was 
$17,823,621, equal to $8.81 per 
share of common stock outstand- 
ing. This compares with 1948 fis- 
cal year net profit of $27,674,344 
or $13.83 per share. 

Improvements of and additions 
to plants and equipment in the 
past fiscal year amounted to $19,- 
157,385. Compared with this ex- 
penditure, $15,425,362 was pro- 
vided from current income and 
charged to depreciation. 

Feceral, state and foreign taxes 
totaled $58,066,055. Profits of for- 
eign subsidiaries were $11,505,- 
386 but shortages of dollar ex- 
change in some countries limited 
the remittance of dividends to 
$6,335,734. Devaluation of for- 
eign currencies resulted in a re- 
duction of $3,145,946 in the dol- 
lar value of assets located in for- 
eign countries, of which $806,021 
was charged to income and the 
balance to a reserve provided 
from income in prior years. 

Inventories were substantially 
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reduced, amounting to $117,308,- 
751 as of October 31, 1949, as 
compared with $139,534,370 a 
year ago. 

Company redeemed $2,750,000 
of outstanding long-term debt and 
$1,200,000 of 414% Series Pre- 
ferred Stock. Net working capital 
at the close of the year was $168,- 
928,182 as compared with $160,- 
716,782 on October 31, 1948. 

The production of natural rub- 
ber by the Firestone rubber plan- 
tations in Liberia increased to 
57,558 pounds, a large part of 
which was shipped in the form of 
concentrated latex and pale crepe 
to meet an increased demand for 
these premium-type rubbers. 

Dividends of $4.00 per share 
have been paid in each of the 
past two years. 


Willys-Overland Motors, Inc. 


As I know competitive conditions in 
the motor car industry will intensify in 
1950, I am particularly interested in 
finding out financial position of Willys- 
Overland Motors and last year’s operat- 
ing profit. L.E., Alexandria, Virginia 

Willys-Overland Motors, Inc. 
during the fiscal year ended Sep- 
tember 30, 1949 strengthened its 
financial position by increasing 
its working capital, its cash and 
Government securities and de- 
creasing its inventory. 

Working capital in the fiscal 
year was $25,108,011, an increase 
of $3,151,384 or 14.4% over the 
previous year. 

The ratio of current assets to 
current liabilities rose from 1.9 
to 1 on September 30, 1948 to 
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2.7 to 1 at the close of the 1949 
fiscal year and increased further 
to 3.2 to 1 as of December 29, 
1949. Cash and Government se- 
curities amounted to $20,419,518 
on September 30, an increase over 
the previous fiscal year of $3,523,- 
875 or 20.9%. Neither the com- 
pany or its subsidiaries have any 
bank indebtedness. 

While working capital, cash 
and Government securities rose 
during the year, inventories were 
reduced 36.9% from the peak of 
$23,281,026 in February 1949 to 
$14,697,840 as of last September 
30. 

The year’s total sales amounted 
to $142,362,944 as compared with 
the previous year’s total of $178,- 
346,360. Of the year’s sales total, 
$26,647,614 or 18.7% was for for- 
eign shipment. 

Net earnings after provision 
for taxes for the twelve months 
period were $3,423,710. The earn- 
ings are equivalent, after pay- 
ment of preferred dividends, to 
$1.04 per share on the common 
stock as compared with $2.39 per 
common share earned during the 
previous year. The lower earnings 
reflect lowered prices of vehicles 
which were made effective in 
March, readjustment of product 
lines during the last half of the 
year and readjustment in policy 
regarding dealers’ new car stocks. 

The company’s post-war expan- 
sion is now substantially com- 
plete. New operating policies put 
into effect during the past few 
months have sharply reduced ad- 
ministrative overhead. Further 
savings are in prospect through 
the planned production of the 
major part of all bodies in the 
new $6 million stamping plant at 
Toledo. 

No dividends have been paid on 
the common stock. 


American Gas & Electric Company 


Will you kindly advise on American 
Gas & Electric Company. As I am re- 
tired and must rely on dividends, please 
advise on stability of earnings of the 
company. W.S., Cumberland, Maryland 

Despite coal and steel stop- 
pages, the American Gas & Elec- 
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tric Company system completed 
1949 with a record gross revenue 
estimated at $150 million; earn- 
ings totaled $19,422,053 for the 
eleven months period ending in 
December, compared with $17,- 
464,372 for the same period in 
1948 — an increase of $1,957,681 
or 11%; 1950 will probably ex- 
ceed 1949 in demand, kwh., sales 
and gross revenue. 

Earnings per common share 
for the twelve months to Novem- 
ber 30, 1949 were equivalent to 
$4.71 a common share based on 
average number of shares out- 
standing during the period. This 
compares with $4.24 a common 
share for the twelve months to 
November 20, 1948. 

The American Gas & Electric 
system territory, which covers 
some 90,000 square miles of Mich- 
igan, Indiana, Ohio, West Vir- 
ginia, Virginia, Kentucy and Ten- 
nessee, continues to expand as 
one of the fastest-growing indus- 
trial areas in the country. It is 
expected that new industry mov- 
ing in, present industry moving 
up in kwh. consumption with 
greater kwh. use by residential 
and rural customers will swing 
company’s 1950 gross revenue up- 
ward to approximately $160 mil- 
lion. 

Company’s expansion program 
totaled $325 million, begun in 
1947, is now more than half com- 
pleted; the first of four generat- 
ing units was “put on the line” 
from the new $66 million Philip 
Sporn plant at Graham Station, 
West Virginia, in December. It is 
expected that the company will 
expend $75 million on new con- 
struction program during 1950. 

Dividend payments in 1949 
totaled $2.25 per share and 
2/100ths of a share of Electric 
City Electric Company common 
for each share held. Current 
quarterly dividend of 75 cents 
per share is expected to continue. 
Earnings have shown good sta- 
bility over a period of years. 


John Morrell & Company 

Please furnish information as to re- 
cent earnings, dividends and financial 

position of John Morrell & Company. 
E. A., Des Moines, Iowa 
In the face of declining prices 
and increased expenses, John 
Morrell & Company, pork and 
beef packers, reported a_ net 
profit of $84,065 for the year 
ended October 29, 1949, equiva- 
lent to 10 cents per share. These 
figures compare with a profit of 
$2,587,741 in the previous year, 
equal to $3.23 a share. Operations 
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in the United States showed a 
small loss for the year, but this 
was offset by a dividend received 
from the firm’s English sub- 
sidiaries. 

Tonnage volume was 16% 
greater than 1948, but, due to 
lower prices, total sales in dollars 
were 1 less. 

Dividends in 1949 were $1.00 
per share, compared with $1.8712 
per share for the previous year. 

During the year the company 
expended approximately $3,900,- 
000 on additions to its plants and 
equipment, with the bulk of it 
used in construction projects at 
the meat packing plant at Sioux 
Falls, South Dakota. These ex- 
penditures were largely respon- 
sible for the reduction in work- 
ing assets from $19,025,640 at the 
end of the 1948 fiscal year to $14,- 
999,921 at the end of the year 
just closed. 

The devaluation of the English 
pound sterling on September 18 
made necessary a revaluation of 
the company’s investments in its 
English subsidiaries to reflect the 
change in the value of currency 
of Great Britain. A reserve had 
been carried for several years 
against this contingency, but the 
loss over and above that reserve 
amounted to $181,019 which has 
been charged off in 1949. 

Prospects for the coming year 
appear good. The estimated sup- 
ply of livestock is large and the 
company should reap the benefits 
of large-scale production main- 
tained through a large part of the 
year. Prices are not expected to 
decline as much as they did dur- 
ing the past year, so that opera- 
tions should not be adversely af- 
fected to such a large extent by 
price fluctuations. However, with 
the present uncertainty surround- 
ing both world and domestic af- 
fairs, it is difficult to appraise the 
ultimate results in the 1950 fiscal 
year. 


National Container Corporation 
Please explain reasons for the decline 
in net income of National Container Cor- 
poration during 1949 and advise if there 
has been any tmprovement in recent op- 
erations. I. S., Indianapolis, Ind. 
Curtailed production and sharp 
price cuts reduced sales sharply 
of National Container Corpora- 
tion in the first nine months of 
1949 to $22,598,458, compared 
with $29,909,667 in the corre- 
sponding period of the preceding 
year. Profit margins were under 
pressure and net fell to 65 cents 
per share against $1.89 per share 
in the first nine months of 1948. 


Over-all operations and earn- 
ings in the fourth quarter of 
1949 are expected to be better 
than in any of three preceding 
quarters. National Container Cor- 
poration of Texas, at Dallas, a 
subsidiary, recently started pro- 
duction of corrugated boxes and 
is making satisfactory progress. 
Company will erect a new build- 
ing and install machinery for 
manufacturing corrugated boxes 
in Los Angeles. 

In November, parent corpora- 
tion called its entire issue of 
434,% convertible preferred at 
$27.50 per share plus dividend 
of 18 cents per share as of De- 
cember 27, 1949. 

Sales estimate for the full year 
of 1949 exceeded $30,500,000, 
compared with $38,698,563 in 
1948, and net profit is estimated 
at $2,500,000, or nearly $1.00 a 
share on the 2,715,459 common 
shares outstanding. In 1948, earn- 
ings totaled $6,184,953, or $2.28 
a share. 

Dividends in 1949 totaled 50 
cents a share against $1.20 paid 
in 1948. 


Brown & Bigelow 

Please advise on recent earnings, sales 
volume and prospects for Brown & 
Bigelow. E. A., Sandusky, Ohio 

Brown & Bigelow reported that 
sales for the ten months ended 
November 30, 1949, were 2.4% 
less than for the like 1948 period. 
Consolidated net earnings, how- 
ever, increased to $2,253,000, 
equal to $1.78 a share, compared 
with $2,193,500, or $1.73 per 
common share for the 1948 
period. 

The increased earnings were 
attributed to improved operating 
efficiency. Outlook for coming 
months for sales and earnings 
appears favorable. 

Company’s new line of calen- 
dars and advertising novelties 
which were offered to customers 
on December 5, showed sales for 
the first six days of the new sell- 
ing season totaled $3,295,905, 
which was 3.5% more than sales 
for the first six selling days of a 
year ago. 

Brown & Bigelow customarily 
sells its line a year in advance. 
Orders now being taken are for 
1951 calendars. The bulk of this 
business is done between Decem- 
ber and March. It is noted that 
the first few days of the new sell- 
ing season are important as an 
indication of the reception the 
new line may expect. 


(Please turn to page 468) 
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Whats Qhead for Rusiness> 


By E. K. A. 


Despite the wave of optimistic year-end statements and fore- 
casts, businessmen are inclined to examine with sober detach- 
ment just what's behind the current spurt in general activity. Part 
fh of it, it is willingly conceded, 

is merely inventory replenish- 
BUSINESS ACTIVITY||]} ment which certainly is 
PER CAPITA BASIS responsible for the high rate 

M. W. S. INDEX 


of steel operations and 
200 +f 











stepped-up production 
schedules for various con- 
sumer goods where pipelines 
have reached a low point. 
What causes some concern is 
what will happen when pipe- 
lines are refilled and inven- 
tories replenished. Will the 
boomlet collapse then, or will 
current replacement needs 
be substantial enough to 
hold up industrial activity? 
It's not easy to find an an- 
swer at this time. Undoubt- 
edly current good business is 
in part at least based on 
genuine consumer demand 
which promises to hold up 
well in the months ahead, 
particularly in view of the 
stimulus it will derive from the 
$2.8 billion veteran insur- 
ance refunds. But to maintain 
current activity, goods must 
continue to move into con- 
sumers’ hands; once they 
stop doing that, curtailment 
is just around the corner as 
we have seen last year. To 
maintain activity, further- 
more, the declining trend in 
business spending must be 
halted. In this respect, we are 
continuously reminded that 
the backlog of unfilled orders 
in durable goods industries 
has been dwindling sharply 
despite some recent im- 
provement in new orders. 
Business and Government is 
worried about this trend and 
how it might be reversed be- 
fore it is too late. 
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If such would threaten, Government of course would quickly 
step in with public projects but it also knows that this is no sure- 
fire remedy. Hence its recent ‘‘olive branch” to business as ex- 
emplified by certain passages in the presidential messages to 
Congress and above all by the conciliatory tone adopted in the 
latest report of the Comdial Economic Advisers. It may have to 
do more than that, hence there is a real chance that it may do 
something to give business greater incentives to step up capital 
spending. At any rate, if such were the case, we would feel a 
good deal more confident about the outlook beyond the nearer 
term. The trend of business spending is the key to it. If it con- 
tinues to fall off, there are headaches ahead. 

These considerations, however, cannot obscure the fact that 
business right now is humming, and there has been considerable 
discussion whether the price trend is on the inflationary rather 
than the deflationary side. There has been a firming up in vari- 
ous price fronts: steel, textiles, tires, certain hardware and build- 
ing materials—to mention but a few; and current and future 
budget deficits are cited as prima facie evidence that inflation 
is far from dead. Those who think along such lines are prone to 
overlook the fact that our production is equal to the task of turn- 
ing out all and even more goods than consumers are likely to 
need or desire. This being so, there should be little fear of re- 
vival of price inflation. 

Where prices have hardened, it was usually in the nature of a 
readjustment from excessively low levels, or else necessitated, 
as in steel—by impending cost increases. But once real competi- 
tion is back, particularly in steel, it is questionable whether these 
increases can be maintained. They may have to be absorbed. 
This is not to imply that we anticipate much of a downtrend in 
the general price level in the coming year though the tendency 
should be in that direction. Rather we expect a stabilization at 
a slightly lower level than currently pein. 


Cutbacks In Coal Pinch 


The coal pinch is beginning to hurt, as doubtless was Mr. 
Lewis’ intention. Coal shortages which have already curtailed 
railroad service, threaten to close 300 Pittsburgh area indus- 
trial plants because of an impending shutdown of the power 
supply. Chiefly affected will - steel companies. If the shut- 
downs eventuate, the time table for “catching up” in steel will 
again have to be revised. Some recent steel orders have been 
placed against this very contingency. How much of a factor 
this was will become evident after the coal situation has gone 
back to normal. It may be quite enlightening. The steel in- 
dustry, according to Iron Age, has the edge in its cold war with 
John L. Lewis—but only because it was planned that way a year 
ago. If most major steel companies had not then begun an all- 
out drive to build up coal stocks, many more would now be 
grinding to a halt. 
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The Business Analyst 





MONEY AND CREDIT—The stock market staged an outburst 
of speculative activity during the fortnight ended January 14. 
During the opening week of the new year our index of 100 Low 
Priced Stocks made an unusually sharp rise of more than 13 
points. A reaction set in toward the end of the second week; 
total volume of transactions for that week (nearly 15 million) 
was largest since the week ended January 19, 1946. Of our 46 
group indexes, 32 made new highs during the fortnight, as tabu- 
ate on the second page following. Foreign government dol- 
lar bonds, corporate bonds and preferred stocks advanced to 
the best average levels since November, 1947; but New York 
bank stocks declined against the trend, while U. S$. Govern- 
ment long term bonds eased off a little, probably reflecting the 
growing agitation for higher interest rates. In the fortnight 
ended January 4, heavy year-end disbursements by the Treas- 
ury combined with a large post-holiday contraction in the 
amount of currency in circulation to cause an expansion of $718 
million in member bank reserve balances. Expansive effects of 
this will appear in reports for the next fortnight; but for the 
period now under review, reporting member banks showed de- 
clines in both earning assets and demand deposits. However, 
earning assets were still $4,584 million larger than a year 
earlier, and demand deposits were up $538 million. The Fed- 
eral gross debt showed virtually no change during the fortnight; 
but the Treasury balance was down $397 million. During the 
first half of the current fiscal year, the Federal Government 
spent $3.3 billion more than it took in. At this rate, the deficit 
for the full fiscal year would be $1.1 billion more than the Presi- 
dent had predicted. Mr. Truman now guesses that the 1950-1 
fiscal-year deficit will be only $5.1 billion; but that the Federal 
gross debt will increase $5.4 billion. About 70% of scheduled 
budget expenditures of $42.4 billion for the coming fiscal year 
will have ie entailed by past wars and precautionary out- 
lays against possible future wars. Britain's reserves of gold and 
dollars, as of December 31, 1949, had risen $348 million since 
devaluation, but were still around $500 million lower fhan when 
the Marshall Plan started. Canada’s gold and dollar reserves, 
not including last year’s loan by the U. S., have climbed $617 
million from the post-war low of $500 million touched in Novem- 
ber, 1947. The Canadian dollar was devalued 10% last Sep- 
tember 18. 


TRADE—Department store sales in the fortnight ended Janu- 
ary 7 averaged 14% lower than a year earlier. The apparent 
slump was caused mainly by the circumstance that the holidays 
came a day earlier a year ago. Total dollar volume last year 
was 5%, below 1948, indicating that unit sales were up a little. 
Britain's foreign trade deficit (in pounds sterling) last year was 
less than 1° smaller than in 1948. 


INDUSTRY—Owing mainly to the low level of coal output, 
business activity slipped to 0.2% below a year ago during the 
opening week of the new year. This compares with a decline of 
2.1% for calendar year 1949. The current year, notably during 
the second half, is going to be handicapped by diminishing 
exports and domestic capital expenditures, lower farm income, 
growing competition and expanding unemployment. 


COMMODITIES—Commodity price indexes, spot and futures, 
advanced a little in the fortnight ended January 14. In spot 
markets, wheat, corn, sugar and tin declined; while the by-now 
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familiar quartette—cotton, wool, rubber and hides—extended 
their gains. 
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With John L. Lewis and his deluded miners clinging stub- 
bornly to the mirage of shorter hours for more pay, Coal stocks 
under merely token production have sunk to the ae level in 
13 years, while the nation’s physical volume of business was 
slipping during the opening week of the new year to a level 
0.2% below last year. 

* * & 

In the closing months of the old year, this publication's index 
of Business Activity rose to 189.6% of the 1935-9 average, 
from 185.0 in November, reducing to 0.8% the margin of year- 
to-year decline. Average for the 4th quarter was 185.8—4.6 
points above the 3rd quarter, and 2%, below the 4th quarter of 
1948. Average for the 2nd half was 183.5, compared with 
185.4 in the Ist half, and 188.7 for the last half of 1948. Aver- 
age for calendar year 1949 was 184.5—2.1% below 1948. 
Owing to the steel and coal strikes, business volume in the last 
half of 1949 showed, contrary to popular belief, a somewhat 
larger decline (2.8°/,) below 1948 than the first half, which was 
off only 1.5%. 

* * 
On a Per Capita Basis, business activity expanded in De- 
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a — * Pre- 
. OF . OF ear | 
man a aan ae PR PRESENT POSITION AND OUTLOOK 
MILITARY EXPENDITURES—$b (e) | Dec 1.24 1.20 1.20 1.55 (Continued from page 463) 
Cumulative from mid-1940 _.__.. | Dec 390.8 .389.6 376.0 13.8 cember to 163.4% of the 1935-9 average, 
FEDERAL GROSS DEBT—$b Jan. 1 256.9 256.6 252.2 —«55.2__‘| from he = ——— . was . 
points below December, . Average for 
ie cose sreomegeon Centers Jan. 4 48.0 48.3 47 re we et — — 
o alain ane ee ' . 3 26.1 157.2 for the 3rd quarter, and 166.3 in the 
urrency in Circulation — an. II 27.3 27.5 27.9 10.7 last quarter of 1948. Average for the 2nd 
BANK DEBITS—13-Week Avge. half was 158.8, against 161.8 in the Ist half, 
New York City—$b fonea 8.75 8.72 8.94 4.26 | and 166.0 for the last half of 1948. Calen- 
93 Other Centers—$b ___. = he yl 12.63 12.55 13.40 740 | dar 1949 averaged 160.3, against 166.7 for 
PERSONAL INCOMES—$b (cd2) ies 212 211 219 102 the preceding awa 
Salaries and Wages... | Nov 138 138 142 66 Building and engineering contracts 
Proprietors’ Incomes —....____. Nov 44 44 50 23 awarded last year in 37 states east of the 
Interest and Dividends | Nov 18 17 17 10 Rockies reached a new high dollar total, 
Transfer Payments... | Nov 12 12 10 3 10% ahead of 1948. Residential contracts, 
(INCOME FROM AGRICULTURE) Nov 20 20 26 10 also at a new high, were up 17%, with pri- 
POPULATION—m (e) (ab) Dec. 1504 1502 147.7 133.8 | Yate home building up 13% and public 
Non-Institutional, Age 14 & Over...| Dec 110.1 110.1 109.0 101.8 housing up 109%. This unusually heavy de- 
Labor Force ter “til 635 643 62.8 575 | Mand has resulted in higher prices for lum- 
Military . “th 143 144 145 19 | ber — cement | and drain pipe; 
Civilian . ee: 62.0 629 61.4 55.6 | though keener competition and lower raw 
Unemployed an 35 34 19 3. | material prices have brought reductions in 
Employed Dec. 535 595 59.4 51.8 | brickand paint. a 
; ; 
nigel a ” bi hi a Only 6,248 new Freight Cars were or- 
At Work “ta anit tale ee dered last year, compared with 92,878 in 
Wetlly Hours . ee os a: poe og op 1948, yet deliveries numbered 92,562—only 
anton Weslip—b ie a. ae «ane tgp | 20,072 below the 1948 total, which was the 
: , , greatest since 1924. Unfilled orders at the 
EMPLOYEES, Non-Farm—m (Ib) Nov. 427 426 448 37.8 | end of 1949, however, numbered only 
Government Nov. 5.8 5.9 5.7 4.8 12,036, compared with 103,896 at the be- 
Factory Nov. 11.2 11.4 12.8 11.7 | ginning of the year. 
we iE 11) ee ee Ree OE ee |S 39.2 39.7 39.8 40.4 * ~ 
Hourly Wage (cents) _........ Nov: 138.9 139.2 139.7 77.3 Motor Car Production in the U. S. last 
Weekly Wage ($) —-.._-__. | Nov. 54.45 55.26 55.60 31.23 | year rang up a new all-time high of 6.25 
PRICES—Wholesale (1b2) er i <a ae | oa million cars and trucks, compared with 5.28 
Retail {cdib) Nev. -—. aes wee og and the previous high of 
5.36 million in 1929. 
COST OF LIVING (Ib3) Nov. 168.6 168.5 172.2 100.2 * * * 
Food os Nov. 200.8 2006 2075 113.1 Spurred by the high rate of residential 
a ea 186.3 186.8 201.4 113.8 | construction, and depletion of retailers’ in- 
Rent Nov. 122.0 1215 1188 107.8 | ventories, Carpet orders booked by manu- 
RETAIL TRADE—$b facturers in the third quarter of last year 
Retail Store Sales (cd) ee 10.88 11.12.1099 ~S«4,72._:| Showed the sharpest rise on record. In Bos- 
butic Geeks BE th 238 ase npn 107 | tom American Woolen Co., the world’s 
Non-Durable Goods ............---. | Nov. 780 753 7 o- largest maker of woolen and worsted fab- 
Dep't Store Sales (mrb) ............ | Nov. 0.92 083 ote 042 | Tics reported unfilled orders had risen to 
Retail Sales Credit, End Mo. (rb2).. | Nov. 9.34 8.86 7.87 5.46 $41.8 million as of October 1, compared 
nanaiiieimmemene with only $21.8 million three months hese 
este “orange Pa As in — other similar instances, fast ris- 
hg the Oct. 185 194 19.7 14.6 | ing prices have served in no small measure 
ee ee 7.6 7.6 8.1 7.1 | as both cause and effect of the buying 
Non-Durable Goods | Oey. 10.9 11.8 11.6 15 peer ans 
Shipments—$b(cd)—Total peppers Oct. 18.2 19.3 20.5 8.3 —— * * 
Durable Goods | Oet. 7.1 8.0 8.6 4.1 A more recent example of price advances 
Non-Durable Goods - | Oct. TA 11.3 11.9 4.2 | serving as a buying stimulant is the record 
BUSINESS INVENTORIES, End Mo. volume of new orders placed over the year- 
Total—$b (cd) Oct. 55.1 545 588 286 | end for a number of types of Durable 
Manufacturers’ ATE 30.8 31.0 33.4 16.4 | Goods, such as builders’ hardware, fence 
5 wwe Oct. 9.2 9.1 9.7 4.1 | wire, along with several lines of conveyors, 
aa ee Rererere Oct. 15.1 14.4 15.7 8.1 | factory equipment, tools and other steel 
: = 2.3 2.1 2.5 1.4 | products. Immediate cause of the boomlet 
BUSINESS ACTIVITY—1—pc rey 163.8 165.4 167.0 141.8 | was the announcement of a few increases 
(M. W. S.)—l—np — sn. 7 191.2 191.8 191.5 146.5 which stampeded contractors and distribu- 
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Latest Previous Pre- 
Wk.or Wkor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor* 

INDUSTRIAL PROD.—1—np (rb) Nov 171 166 195 174 tors into advance ordering to cover against 
Mining ; Nov 139 112 161 133 | other anticipated price advances. The aver- 
Durable Goods Mfr........... Nov 180 175 229 220 | age year-end price increases on such lines 
Non-Durabie Goods Mfr. new ais vd si oe | has been about 9%. Higher cost of rubber 

CARLOADINGS—t—Total Jon. 7 507 496 722 833 ~~ ‘| and steel were cited to explain the price 
Manufactures & Miscellaneous Jan. 7 270 258 347 379 | boosts. 

Mdse. L. C. L. Jan. 7 62 63 89 Iso | . . : 
nie ong 33 32 47 43 It would be premature, however, to re- 
—___________-______ | gard these sporadic flare-ups as precursors 
ELEC. POWER Output (Kw.H.)m Jan. 7 5,695 5,493 5,742 3,267 | of a new wave of inflation. On the contrary, 
| we appear to be entering another post-war 
sort COAL, Prod. (st) m | Jon.7 5.6 64 116108 pi il: einen ie wi 

umulative from Jan. |... | Jan. 7 5.6 428 116 446 B 

Stocks, End Mo. | Nov 45.3 47.2 69.6 61.8 | employment, which should lead to gradu- 
— | ally declining prices for industrial products, 

PETROLEUM—(bbls.) m | unless labor overplays its demands for wage 

Crude Output, Daily | Jan. 7 4.9 5.0 5.5 4.1 | increases. 

Gasoline Stocks . | Jan. 7 117 120 107 86 * * * 

Fuel Oil Stocks Jan.7 62 62 63 4 A large portion of private expenditures 
Heating Oil Stocks | smd we Loot - |. “= __ | on plant and equipment is now being de- 

LUMBER, Prod. (bd. ft.) m | a 416 379 394 632 ~_+| voted to modernization and greater mech- 
Stocks, End Mo. (bd. ft.) b.... | Nov 7.3 7.8 7.1 12.6 | anization, in an effort to cut costs of produc- 

P Seeetoncteren meer | tion and distribution. Any Monopoly- 

STEEL INGOT PROD. (st.) m | Jan di “2 ig wae | minded organization, be it capital or labor, 
Cumulative from Jan. I... cin ee = ict 74.7 | that disregards this irresistible economic 

ENGINEERING CONSTRUCTION trend will eventuaily be priced out of the 
AWARDS—S$m (en) Jan. 12 194 323 133 94 market. 

Cumulative from Jan. | Jan. 12 517 323 257 = 5,692 yj * ™ 
SE -cemememennane Coal is a perfect example of the ultimate 

SHSCHLASONS futility of attempts at labor monopoly. The 
Paperboard, New Orders (st)t Jan. 7 211 147 204 165 | emaalGae rapid wage increases is fast pric- 
Natural Rubber Consumption (It)t Nov. 51.8 51.2 51.6 54.3 ° ° 

Do., Synthetic a a3 33.7 377 05 | ing this fuel out of the market, with conse- 
Footwear Production (pairs)m Oct. 38.1 41.5 39.0 34.8 | quent rising unemployment among the 
Portland Cement Production (bbls.)m| Nov. 18.0 19.0 18.4 14.9 miners. Before long, coal-burning locomo- 
Whiskey, Domestic Sales (tax gals.)m| Nov. 7.0 6.1 6.6 3.1 | tives will become museum pieces. 








b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before 
taxes. cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other Data. e—Estimated. en—Engineering News-Record. |—Seasonally 
adjusted Index (1935-39—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long Tons. m— 
Millions. mpt—At Mills, Publishers, and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np.—Without Compen- 
sation for Population growth. pc—Per Capita Basis. rbp—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. 
st—Short Tons. t—Thousands. *—1941; November, or Week ended December 6. 
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No. of ——1949-50 Indexes——___— (Nov. 14, 1936 Cl—100) High Low Jan. 14 
Issues (1925 Close—100) High Low Jan.7 = Jan. 14 100 HIGH PRICED STOCKS 88.29 71.00 88.29A 86.35 
325 COMBINED AVERAGE 140.6 108.0 140.6A 137.9 100 LOW PRICED STOCKS 164.91 119.71 164.91A 163.50 
4 Agricultural Implements 205.2 162.1 201.4 204.1 5 Investment Trusts 73.9 53.9 73.9C 71.3 
10 Aircraft (1927 Cl.—100) 182.4 138.2 182.4A 175.6 3 Liquor (1927 Cl.—100) 841.8 602.9 841.8A 810.2 
6 Air Lines (1934 Cl—100) 495.1 366.1 495.1A 472.9 10 Machinery 152.4 115.9 152.4A 145.7 
7 Amusement 103.9 75.7 102.7 101.0 3 Mail Order 109.0 87.1 109.0A 108.7 
10 Automobile Accessories 205.6 145.2 205.4A 198.3 3 Meat Packing 88.2 63.3 87.8 88.2A 
12 Automobiles 30.5 Zt.3 30.5A 29.9 12 Metals, Miscellaneous 158.1 122.0 154.1 150.2 
3 Baking (1926 Cl.—100) 21.9 18.1 21.8 21.9A 4 Paper 41.1 27.9 41.1A 39.5 
3 Business Machines 261.0 209.0 260.2 261.0A 30 Petroleum 255.8 207.1 251.8 243.2 
2 Bus Lines (1926 Cl.—100) 159.4 118.3 156.7 159.4A 27 Public Utilities 142.3 102.4 142.3C = 141.8 
5 Chemicals 273.7 202.7 273.7C 268.8 5 Radio (1927 Cl—100) 26.7 13.6 19.5 20.3 
3 Coal Mining 19.2 11.2 13.4 13.0 9 Railroad Equipment 50.0 36.5 47.0 47.1 
4 Communication 48.4 31.8 45.8 48.4A 24 Railroads 23.7 17.5 23.7A 23.1 
12 Construction 63.6 47.4 63.6A 61.4 3 Realty 32.9 21.4 32.9B 30.8 
7 Containers 324.2 240.7 324.2A 311.5 3 Shipbuilding 146.5 120.0 146.5A 141.0 
9 Copper & Brass 95.8 67.4 90.2 87.7 3 Soft Drinks 367.4 298.2 350.4 353.8 
2 Dairy Products 72.7 53.3 72.6 Wh2 15 Steel & Iron 106.2 77.0 99.7 98.8 
5 Department Stores 61.2 49.2 61.2A 58.6 3 Sugar 53.6 39.8 53.6A 52.5 
6 Drugs & Toilet Articles 191.3 141.6 191.3B 189.3 2 Sulphur 324.6 233.8 324.6T 320.1 
2 Finance Companies 326.7 246.1 326.7M 319.9 5 Textiles 139.4 100.9 139.4 136.1 
7 Food Brands 180.9 146.0 180.9B 176.0 3 Tires & Rubber 33.0 26.6 32.8 33.0A 
2 Food Stores 96.0 58.5 94.7 93.4 6 Tobacco 87.3 67.1 87.3B 85.8 
3 Furniture TZ9 54.7 72.9A 72.4 2 Variety Stores 349.5 308.3 349.5C 344.0 
4 Gold Mining 795.1 566.3 728.7 753.5 17 Unclassified (1948 Cl—1!00) 122.2 93.2 122.2A 120.2 
New HIGH since: A—1948; B—1947; C—1946; M—19338; T—1928. 
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Trend of Commodities 





Commodity price indexes, spot and futures, advanced a 
little during the opening fortnight of the new year. Generally 
speaking, prices were lower at last year’s close than at the end 
of 1948. Our own index of raw material spot prices was down 
15%; but there were wide variations in price movements 
among individual commodities. Coffee rose 80%. Tin, which 
had been pegged at $1.03 up to Britain’s devaluation of the 

ound in mid-September, has since declined 25%. Lima 
Sane grown in California, have plunged 50% since October 
under the weight of a 70% increase in stocks. Since September, 
with fast rising production, smoked ham has declined 25%, 
and grade A eggs more than 30%. This helps to explain why 
farm land values have slipped 7°/, since their peak of some- 
thing over a year ago. But they are still double the 1935-9 


average, and the B. A. E. looks for further declines this year 
consequent upon an expected 15% additional shrinkage in 
farmers’ net income. Europe is continuing to step up her pro- 
ductian of wheat, aided by more fertilizer and mechanization. 
Since pre-war years, France’s yield per acre has risen 24%, 
and England’s 21%. In the past two years, Europe’s non- 
Russian production has jumped 56%, and rye output is up 
41%,. In consequence, we exported only 160 million bushels of 
wheat and flour during last year's second half, against 272 
million in the corresponding period of 1948. Washington's 

lanners are hatching all sorts of schemes for dumping our 
sewn farm surpluses abroad; but whatever expedients are 
finally decided upon will involve expenditures of more billions, 
and so will have to be sanctioned first by Congress. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo.3 Mo. 6Mo. 1 Yr. Dec.6 
Jan.16 Ago Ago Ago Ago Ago !94I 


28 Basic Commodities 250.2 248.3 247.3 243.4 224.8 287.1 156.9 
11 Imported Commodities... 259.6 256.3 255.2 246.2 241.4 268.3 157.3 
17 Domestic Commodities... 244.3 243.2 242.2 241.5 230.0 300.0 156.6 


RAW MATERIALS SPOT INDEX 
OCT. Nov. DEC. JAN. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1950 1949 1947 1945 1941 1939 1938 1937 
High ....... . 136.7 161.5 164.0 95.8 85.7 78.3 658 93.8 
BOW a ction sicccosre 135.9 134.9 1264 93.6 74.3 61.6 57.5 64.7 


Date 2Wk. | Mo. 3 Mo. 6Mo. 1 Yr. Dec. 
Jan.16 Ago Ago Ago Ago Ago 1941 


. 300.1 298.0 298.6 293.3 300.5 304.3 163.9 
309.0 306.7 305.2 291.0 287.7 309.0 169.2 


7 Domestic Agriculture 
I 2thopashittis 2s 









16 Raw Industrials... 223.0 223.3 226.6 223.1 212.9 279.2 148.2 
COMMODITY FUTURES INDEX 
OCT. N OV. DEC. JAN. 
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Average 1924-26 equals 100 
1950 1949 1947 1945 1941 1939 1938 1937 


High 134.48 139.28 175.65 106.41 84.60 64.67 54.95 82.44 
Low 131.28 122.45 117.14 93.90 55.45 46.59 45.03 52.03 
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° Look to THE CROSSROADS OF THE EAST 














Look to New Jersey... and you'll find that business is in high gear at “The Crossroads of the East.” 
Public Service Electric and Gas Company has a vital interest in the industrial leadership at the 
“Crossroads”. In fact, through national advertising in newspapers and magazines, this business- 


managed utility issues a cordial invitation to industries to consider 








New Jersey for new plant locations. Thanks to such major factors 


*¢ Crossroads 
of the kast 


as markets, labor, transportation, research facilities and favorable 






2 tax conditions, more than 300 major industries have moved to 
New Jersey in the past five years to improve their competitive 
positions. 

Serving industrial, commercial and residential customers with 
electricity, gas and transportation, Public Service contmues to grow 


with a great State 


PUBLIC(@)SERVICE 











for brochure, 
F THE EAST” © 


Place, Newark, N. J. A Citizen of a Great State 


Write Dept. 1, 
“THE CROSSROADS 0 

66 Park 
A-1-50 
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Answers to Inquiries 





(Continued from page 461) 


Company has only reported 
consolidated net sales for the nine 
months to October 31, 1949 and 
these were $25,907,605, compared 
with $26,849,532 in the first nine 
months of 1948. 

Consolidated balance sheet as 
of October 31, 1948 reported total 
current assets of $18,991,442, 
total current liabilities of $6,947,- 
409 and net current assets of 
$12,044,033. 

Dividends of 25 cents per share 
quarterly have been paid in each 
of the past two years. 





1950 Outlook for Bank 
Stocks 





(Continued from page 451) 


total resources of this largest bank 
in the United States rose to a new 
peak of more than $6.2 billion last 
year, a gain of about $177 million. 
Population and industrial activity 
have increased so fast in Califor- 
nia that this bank invests only 
28° of its total assets in govern- 
ment securities, with about 45% 
in loans and discounts, a circum- 
stance that lifted earnings per 
share to $5.09 in 1949. Rather than 
paying semi-annual dividends of 
$1.25 a share, the bank hereafter 
will declare on a quarterly basis. 
Total assets of more than $5.19 
billion reported by the National 
City Bank of New York (including 
City Bank Farmers Trust Com- 
pany) continue to give this insti- 
tution the leading rank in the me- 
tropolis in point of size. Consider- 
ing the magnitude of operatioiis 
conducted by the bank, and varia- 
tions in return on investments and 
loans, its earnings stability in the 
last four years has been remark- 
able. 1949 net earnings of $3.65 
per share were moderately higher 
than $3.47 in 1948, a year of lean 
profits on securities, but compared 
closely with $3.63 and $3.67 for 
1947 and 1946, respectively. 
Deposits of $4.78 billion were 
slightly higher than a year earlier 
and the bank earned an average of 
2.68°° on loans compared with 
2.48% in 1948 as an offset to a 
loan shrinkage of about $40 mil- 
lion last year. In the last three 
years the National City Bank has 
set up reserves of $8 million an- 
nually for potential bad debts as 
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allowed by tax rulings of the 
Treasury Department and proba- 
bly will complete this program in 
1950. This is important to consider 
as, other things being equal, it 
could lead to improved net earn- 
ings in 1951, with a chance that 
the annual dividend rate of $1.80 
per share may be somewhat lib- 
eralized. 


Chase National Bank 


At the close of 1949, total re- 
sources of $4.77 billion reported 
by the Chase National Bank were 
up $148 million compared with the 
year before. Loans of $1.35 billion, 
though, showed a decline of $165 
million. Holding of government 
obligations, on the other hand, rose 
$373 million. Total capital funds 
were $17.6 million higher than at 
the preceding year-end. Deposits 
on December 31, 1949 amounted to 
$4.38 billion, up about $147 million. 

Net earnings of $2.63 per share 
compared favorably with $2.38 in 
1948, though no change in the 
quarterly dividend rate of 40 cents 
per share resulted. Conservative 
dividend policies of the Chase Na- 
tional Bank have enabled it to pay 
dividends regularly since 1873, 
creating an unusually high invest- 
ment quality for its shares. A re- 
cent price of 36 for this stock es- 
tablishes a yield of 4.4°¢ and com- 
pares with a book value of $46.67. 

Corn Exchange Bank Trust 
Company’s earnings last year rose 
slightly to $4.79 per share from 
the 1948 level of $4.73. This is in- 
teresting because the bank holds a 
larger portion of government ob- 
ligations in its total assets than 
any other of its New York com- 
petitors, the percentage amount- 
ing to 57.2%. In like manner, 
10.27 representing loans and dis- 
counts is an abnormally small pro- 
portion. While it might be assumed 
that earnings were adversely af- 
fected by such policies, this did not 
prove to be true. The management 
explained to shareholders that the 
bank earned 1.91 on its govern- 
ment bonds last year, without con- 
sidering tax savings on $175 mil- 
lion bonds that were partially tax- 
exempt. Allowing for this latter 
factor, the actual return was some- 
what larger than could be obtained 
from average large loans. 

On its average capital funds, 
accordingly, Corn Exchange Bank 
earned 8.20 last year in contrast 
to a little more than 5% reported 
by most New York banks. How 
conservatively this bank estab- 
lishes values on its investments is 
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shown by reporting a book value 
of $62.04 per share without allow- 
ing for market appreciation of 
government securities last year. 
Had this been included, their book 
value would have been increased 
by $14.9 million. In 1949, this bank 
paid dividends of $2.80 per share, 
same as in the preceding year. 


No better example of dividend 
stability over a long period of 
years is afforded than in the case 
of Chemical Bank & Trust Com- 
pany. When a disgruntled stock- 
holder at the annual meeting urged 
an increase in the rate, it was 
pointed out that payments had not 
only been made regularly since 
1828, but that in no year of this 
long stretch had the rate ever been 
reduced, even in the chaotic early 
1930s. To lift the rate now would 
be unsound, it was opined. Net op- 
erating earnings of Chemical Bank 
before reserve adjustments in 
1949 were $3.18 per share. Depos- 
its rose slightly last year to $1.44 
billion and total assets to $1.59 
billion. A recent price of 4234 for 
the shares compares with a year- 
end book value of $45.45, the lat- 
ter understated because of sub- 
stantial but unrecorded appre- 
ciation of government securities 
carried. 

The foregoing few samples of 
bank operations in 1949 are typi- 
cal of many others that could be 
discussed if space permitted. On 
the whole, it seems evident that 
1950 will bring another equally 
satisfactory year with rather en- 
couraging prospects for moder- 
ately increasing dividends here 
and there, and with valid expecta- 
tion that current dividend rates 
will be amply covered by earnings. 
In reflection of this the price of 
bank shares generally has risen 
rather consistently in recent 
weeks but, as our table shows, a 
number of attractive yields are 
still obtainable. 





Stocks Making New Highs 
Each Year Since 1942 





(Continued from page 454) 
these specialties normally are 
wider than on gasoline or kero- 
sene, though Lion Oil produces 
more than 3 million barrels an- 
nually of the latter two products. 
The company’s chemical opera- 
tions are conducted in a former 
Government war plant that it 
purchased for $10.5 million in 
1948, far under its original cost, 
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nnouncement 


to you, who operate motors or machines 


and would like to save mnuoney .. . 


THE ACCEPTED METHOD of making high 
quality lubricating oil has been to blend a 
heavy oil, too heavy to be a satisfactory lubri- 
cant, with another oil too light to give satis- 
factory performance. Although the best proc- 
ess known, up to now, the resulting mixture is 
a compromise—and as is usually the case 
with compromises it naturally suffers from 
the adverse effect of both of its component 
parts. 


CITIES SERVICE SCIENTISTS have discovered 
a process which does away with the compro- 
mise and thus produces a lubricating oil 
superior to any on the market. This is done 
by taking a “heart-cut” of the lubricating oil 
fraction in a barrel of crude, retaining the 
advantages of the older methods while 
avoiding their disadvantages. 


THE BRAND NEW SCIENTIFIC PROCESS by 


Ww 


which this “heart-cut” is achieved is the un- 
usual feature of our new $42,000,000 lube 
oil plant (at Lake Charles, Louisiana )—the 
newest and largest and most efficient plant 
of its kind in the world. This plant is now 
“on stream” and its products have exceeded 
the highest expectations of the scientists. 


The new “heart-cut” oil is available at Cities 
Service stations—another step forward in 
providing the motorist and those who oper- 
ate machinery of all kinds a lubricant better 
in action and resulting in lower operating 
costs. 


AGAIN, in this progressive oil industry, one 
company through its incessant search for 
new and better ways of doing things, has 
discovered such a way and has been quick 
to provide the facilities to make this new 
product available to the public. 


CITIES (A) SERVICE 


QUALITY PETROLEUM PRODUCTS 
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and from which it produces large 
quantities of anhydrous ammonia 
and fertilizers. On the whole, it is 
clear that Lion Oil’s dynamic poli- 
cies have paid off quite well and 
should help to stabilize operations 
in the future. 


Growth of Natural Gas 


Probably no industry has ex- 
perienced more vigorous and well 
sustained growth during the last 
twenty years than the natural gas 
industry. In this division, North- 
ern Natural Gas Company has 
given an exceptionally good ac- 
count of itself. For years past, 
this concern has become increas- 
ingly entrenched as a wholesaler 
in the Midwest and its annual 
sales have steadily risen, from 
$22.2 million in 1942 to $68.1 
million in 1948. While interim 
sales for 1949 are not available, 
net income of $6.6 million for 12 
months ended September 30, 1949, 
compared favorably with $5.8 
million in the same period of 
1948. Net earnings rose rather 
uniformly from $1.46 per share 
in 1942 to $3.23 in 1947, receding 
slightly to $3.12 in 1948. 1949 net 
per share probably will show a 
decline from the previous year, 
because in mid-1949, the number 
of shares outstanding was in- 
creased by about 20%. 

In view of progressive improve- 
ment in the operations of North- 
ern Natural Gas Company, the 
price of its shares responded with 
an uptrend from a high of 131, 
in 1942 to a peak of 39% in 1949, 
a gain resulting in each year of 
the period. In the same interval, 
dividends increased from $1.15 
per share in 1942 to $1.80 in 
1948-49, although in 1943 the rate 
was temporarily reduced to $1. 
What stimulates confidence in this 
enterprise are the important mar- 
kets it exploits, available gas sup- 
plies estimated at more than 
twenty times present require- 
ments—under purchase contract 
arrangements, and the vast pipe- 
lines already owned or planned. 


In the 1949 through 1951 pe- 
riod the company plans to spend 
about $59 million to increase 
daily capacity of its pipeline sys- 
tem from last year’s 425 million 
cubic feet to 780 million cubic 
feet. A system of more than 4,000 
miles already serves a population 
of over 2 million in Kansas, Ne- 
braska, South Dakota, Minnesota 
and Iowa, where prospects for ex- 


panding sales seem well assured. ° 
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All considered, the growth poten- 
tials of Northern Natural Gas 
Company have by no means been 
exhausted. 


Texas Pacific Coal & Oil Com- 
pany is engaged primarily in the 
production, transportation and 
sale of crude oil, casinghead gaso- 
line and natural gas in Texas. 
The company has more than 1,000 
producing wells and a refinery 
with a daily rated capacity for 
processing 5 million cubic feet of 
natural gas. Since 1942, its annual 
production of crude oil has ex- 
panded from 2.3 million barrels 
to 5.7 million barrels in 1948. 


A consistent gain in earnings 
in the 1942-46 period was fol- 
lowed by a rapid advance in the 
ensuing years for a peak of $4.21 
a share in 1948. Dividends in the 
same interval rose from 25 cents 
per share in 1942 to $1.75 in 
1948-49, the latter rate having 
been maintained last year despite 
indicated lower earnings. That 
the price of these shares has risen 
from a peak of 414, in 1942 toa 
high of 26144 in 1949, with the 
gain continuing on an annual 
basis, is rather understandable, 
all considered, though it seems 
doubtful if this record of price 
progression will be maintained 
hereafter. 





Another Look at 
Cities Service 





(Continued from page 446) 


yond the borders of the United 
States is in Mexico, where the com- 
pany holds leases on about 1-2 
million acres which may be devel- 
oped under a unique arrangement 
with the Mexican Government. 
The company’s relations with our 
neighbor to the South are more 
harmonious than those of its com- 
petitors. This fact may be attrib- 
uted to the management’s decision 
in 1938 not to oppose the Mexican 
Government’s confiscation of oil 
properties owned by American oil 
concerns. 

Holdings in Mexico have been 
assigned to a newly organized 
Mexican Corporation owned joint- 
ly by Cities Service and the Mexi- 
can Government. On its part, the 
Mexican Government contributes 
oil lands and agrees to compen- 
sate Cities Service—if no oil is 
discovered—for funds advanced 
by the American company in con- 
ducting explorations. Earnings 
are to be shared if the project 
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proves successful. Although re- 
sults have been unpromising thus 
far, the management feels confi- 
dent that, on basis of experience 
of other companies prior to ex- 


propriation, the venture may 
prove highly profitable over the 
years. 


In line with increasing empha- 
sis on distribution, management 
is concentrating on improvement 
in efficiency, recognizing that eco- 
nomics affording benefits of a cent 
or two a gallon in transporting 
gasoline often represent the dif- 
ference between profit and loss on 
such operations when competition 
becomes keen. The company’s 
tanker fleet is adequate and effi- 
cient, having been acquired in the 
last six years. Tankers average 
about 135,000 barrels capacity, 
and this is regarded as the most 
efficient type, since the company 
is not involved in overseas ship- 
ping, where larger capacities are 
required. 


Can Earning Power Be Maintained? 


In appraising the outlook for 
this company, the principal ques- 
tion arising in the investor’s 
thought is whether earning power 
can be maintained at anywhere 
near the level reached in the last 
three or four years—that is, in 
the area of $6 to nearly $18 a 
share. If results approximating 
the latter figure are a reasonable 
hope, under what appear to be 
normal conditions, optimists on 
the company’s shares stand a 
good chance of being well re- 
warded. Casual observers, review- 
ing statistics shown in the ac- 
companying tabulation, may won- 
der whether such rapid progress 
can be continued. 


Like other representatives of 
this dynamic industry, Cities 
Service shared fully in the war- 
time boom which brought excep- 
tionally wide margins for both 
producers and marketers. In ad- 
dition, the company experienced 
remarkable growth in depart- 
ments in which it had been lag- 
gard. Of major importance was 
acquisition of the huge Lake 
Charles refinery constructed in 
behalf of the military authorities 
during the war. Original plans 
called for capacity of 70,000 bar- 
rels a day, but before completion 
a revision in construction plans 
enlarged the capacity to 120,000 
barrels daily. Rated capacity is 
now around this figure, but ac- 
tually on one occasion output 
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[s this you? 


Dissatisfied with your products? Constantly trying to 
improve them? Then, you’re one of the many business- 
men Armour “Chemicals From Fats” may help. Why? 
Because these chemicals have a reputation for versatility 
—a versatility that has helped improve many products 
and processes. 


Whether you make deodorants or shaving cream—chew- 
ing gum or candy—disinfectants or inks—germicides or 
paints—carbon papers or vanishing creams . . . whether 
you're interested in ore flotation or paper coating, textile 
dyeing or asphalt bonding . . . you’ll want to know more 
about Armour’s “Chemicals From Fats.” These applica- 
tions indicate only a few of the many possible uses for 
these versatile chemicals. 


Our Neo-Fat* fatty acids have also enabled many busi- 
nessmen to improve their products and processes. From 
the most complete line of fatty acids that can be found 
anywhere, you can select a pure fatty acid (concentrations 
of 90% or above) or a blend of any of these pure satur- 
ated acids tailor-made to fit your exact needs. Only 
Armour-developed fractional-distillation can give you 
these products. 


We have just completed the world’s finest fatty acid 
plant. This plant and the complete facilities of our mod- 
ern laboratory, also stand ready to assist you with your 
chemical problems. 


Free booklets, containing valuable technical information 
(composition, properties, constants and indicated uses) 
are available for all of our chemicals. Write us on your 
business letterhead, specifying field of. interest and book- 
lets desired. Include additional pertinent data if you wish 
to take advantage of our laboratory services. 


The Armour line of fine foods 
enjoys an outstanding reputa- 
tion with consumers every- 
where. Our constant research 
and development activities 
help us earn and maintain 
that reputation. 


Armour by-products, though 
not so widely known, have 
paralleled our foods in rising 
to leadership. Hundreds of 
Armour by-products are find- 
ing wide use in industry (such 
as fatty acids, coated abrasives, 
and glue) — in medicine 
(ACTH, insulin, liver extracts) 
—in your home (soaps, 
cleanser, sandpaper)—and on 


farms (veterinary medicines, 0 

sprays, feeds). sy R it U R 
Our present research and de- 
velopment programs promise 


still more—and better—prod- A N D C 0 M F A i Y 


ucts for your future. 
*T.M. REG. U.S. PAT. OFF 
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reached a record top of 148,000 
barrels for a single day. The plant 
is regarded as one of the lowest 
cost refineries in the country, and 
its cost to Cities Service is far be- 
low current reproduction costs. 

Similarly, the new lubricating 
plant adjacent to the Lake Charles 
refinery is reputed to be the larg- 
est and most efficient of its type 
in the country. With a 65 per cent 
interest, Cities Service manages 
the project. Continental Oil holds 
a minority interest. This plant 
got into production only a few 
months ago, thus contriouted lit- 
tle or nothing in the way of earn- 
ing power in 1949. It is expected 
to prove a major factor in en- 
abling the company to sustain its 
sales volume and profits this year. 

Because growth in petroleum 
chemicals holds out such an allur- 
ing promise of profits in coming 
years, Cities Service is concen- 
trating efforts on expanding in 
this field. The management feels 
that with its vast resources in 
natural gas, it is well qualified to 
venture into chemical activities 
on an important scale. 

All in all, prospects appear fa- 
vorable for maintenance of earn- 





















ings in the upper range of recent 
experience notwithstanding the 
keener competition. It must not 
be forgotten that retarding influ- 
ences of a regulated public utility 
environment — where gains in 
profits are siphoned off in rate 
reductions — have been left be- 
hind. Unhampered by continuous 
litigation over compliance with 
holding company regulations — 
management now is free to devote 
its attention to realizing full po- 
tentialities in petroleum. 





Mounting American 
Investment Stake Abroad 





(Continued from page 443) 


tivity, which embraces minerals 
and metals in which the United 
States is far from self-sufficient, 
such as asbestos, nickel, and alu- 
minum, has come in for the next 
largest share of American invest- 
ment. Our investments in the Ca- 
nadian paper and pulp industry, 
the third largest chunk, have 
been made not only to supplement 
the dwindling American resources 
of pulpwood but also to take ad- 
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vantage of the lower production 


costs and abundant power 
sources of the Dominion. 
Almost 40 per cent of our direct 
investments are located in Latin 
America, largely in Cuba, Argen- 
tina, Mexico, Chile, and, owing to 
recent heavy investments, also in 
Venezuela. In Argentina the bulk 
of the capital is now invested in 
meat packing enterprises and in 
a broadening range of manufac- 
turing plants. In Mexico and 
Chile, even after a substantial 
writing down, the larger part of 
American capital is invested in 
mining and smelting. Our invest- 
ments in Brazil are principally in 
manufacturing and public utilities. 
Of some $4 billion of American 
capital invested in the Old World, 
about half was located in Europe, 
and of this nearly one-half was 
accounted for by direct invest- 
ments in Great Britain, which 
continues to attract American 
capital because of its trained la- 
bor, its location as the natural 
distributing center, and its im- 
portance as the manufacturing 
center of the sterling area. Prac- 
tically every commodity Ameri- 
can industry manufactures in any 
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zl 1949 @ 1.80 
= 1948 @ 3.40 
= 1947 @ 3.25 
os : ANNUAL DIVIDENDS* - 
= TRADED 1] 929 —Chicago Stock Exchange : 1946 @ 2.87 
= 1937 —New York Stock Exchange ll meeeemeeiiiiedl 1945 @ 2.20 
a 1949~—san Francisco Stock Exchange ita. 1944 @ 2.20° 
= 1914.9—Midwest Stock Exchange a 1943 @ 2.00 
3,739,814 Shares of Common Stock Outstanding dividends 1942 @ 1.90 
NO BONDED INDEBTEDNESS declared 1941 @ 2.15 
= NO PREFERRED STOCK 1940 @ 2.15 
“~ : 1939 @ 2.05° 
7 Abbott Laboratories denis x 
= 1937 @ 2.10 J 
NORTH CHICAGO, ILLINOIS 
1936 @ 2.07 1. 1935—3314% stock 
dividend 
Manufacturers of 1935 @ 2.45' 2. 1936—3-for-1 
Fine Pharmaceutical, 1934 @ 2.50 a - 
= C - 1939—5% stock 
= Biological and Chemical 1933 @ 2.00 dividend and rights 
= Products since 1888 1932 @ 5.32 4. 1944—rights voted 
=| 1931 @ 2.50 siibiapelii tates 5. 1946—2-for-I stock 
= NUMBER OF SHARES split and rights 
a | —— MENA 6, 1949— Adjusted on 
ii 1929 @ 2.42 bois of 2for soc st 
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foreign country is also produced 
in American-owned plants’ in 
Great Britain, with electrical 
goods, machinery, metal products, 
and chemicals leading other classi- 
fications. A large share of our in- 
vestments in the other Western 
European countries has been 
placed in the refining and distrib- 
uting of petroleum products. 

The next substantial expansion 
of American investments abroad 
should occur when, as a result of 
the Point Four Program, the 
groundwork is laid for private in- 
vestments in large-scale economic 
development of industrially back- 
ward countries. It may be stressed 
at this point, that the goal of the 
Point Four spending, and of the 
ERP loans as well, is to raise the 
productivity and the standard of 
living in the friendly countries of 
the non-communist world — and 
not, as some people seem to think, 
to provide a convenient safe 
haven for their own individual 
fortunes. 


Attempted Malpractice 


We make this remark because 
it has been brought to our atten- 
tion that some American citizens, 
especially some of recent vintage 
— naturalized in recent years — 
seem to think that the guarantees 
already extended under the ERP 
program and to be extended by 
the Export-Import Bank under 
the Point Four Program, can be 
made to serve their own pur- 
poses. Far from making new in- 
vestments in productive enter- 
prises abroad which would con- 
tribute to the economic develop- 
ment where the investments are 
made, these people, either as in- 
dividuals or corporations, are 
seeking to have guaranteed the 
transfer into dollars of the earn- 
ings and profits derived from 
their old investments, made in 
most cases at the time when they 
were still citizens and residents 
of foreign countries which more- 
over far from qualify as back- 
ward areas in the sense of the 
Point Four program. 


We consider this practice un- 
fair, not only to the American 
taxpayer who would be misled as 
to the use to which the Govern- 
ment funds are being put, but 
also to foreign countries. We hope 
that the proper Government au- 
thorities will be on the lookout 
for such malpractices wherever 
and by whomever they may be at- 
tempted. 
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How to determine the soundness 
of a husiness... 


the Scientific Appraisal 


of Management 


A Study of the Business Practices 
of Well-Managed Companies 


by JACKSON MARTINDELL 


President, American Institute of Management 


What measurable factors spell the difference be- 
tween success and failure in business manage- 
ment? This book gives you a scientific formula for 
objectively appraising the policies, practices and 
organizational structure of business corporations. 
It is based on actual analysis of excellently-man- 
aged firms, as compared with those less well run, 
in many industries, and on the author’s wide ex- 
perience in management analysis and appraisal. 

* for company officers * directors * executives 

* dept. heads * investors * investment counsellors 

Written for all who constantly must know “How 
good is the management ?”, this volume shows you 
how to judge the effectiveness of the individual 
business organization: 

— its board of directors, its corporate and product-divi- 
sion structure, its managerial capacity and financial 
administration. 

— how it handles such problems as inventories in plant 
and equipment, production, research, sales, etc. 


e The book defines the principles of excellent man- 
agement and lists the 301 “Questions to Manage- 
ment” which provide an accurate picture of a 
company’s managerial calibre and condition. 


e “...ahighly significant contribution to the art of 
corporate administration in America.” —J. Douglas 
Brown, Director, Industrial Relations Section, 
Princeton University. 





e “It will help stockholders and their advisers to 
understand what makes management good, and 
thus to act with more intelligence vis-a-vis both 
good and bad management.”—Benjamin Graham, 
author of THE INTELLIGENT INVESTOR. 











r—--- MAIL THIS COUPON TODAY ---- 


if 
EXAMINE ITI 


FREE 


10 DAYS 


HARPER & BROTHERS, 51 East 33rd St., N. Y. 16 


Gentlemen: Please send me The Scientific Appraisal of 
Management for 10 days’ FREE examination. Within that 


SAVE! If you enclose payment, publisher will pay 
® mailing charges. Same return privilege. 0204A 


1 time I will remit $4.00 plus a few cents mailing charges, or 
I return the book. 

J NAME 

I Appress 

Ve city ZONE STATE 

4 

| 
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Companies That Should 
Maintain Their Dividends 
In 1950 





(Continued from page 487) 


pany, a move that created further 
diversification for McGraw Elec- 
tric by bringing it into the capital 
goods field. All of the new divi- 


sions operated successfully in 
1949, and had their combined 


earnings been fully available for 
the first nine months of last year, 
the management has figured that 
net earnings on McGraw Electric 
common would have exceeded $7 
for the period. Hence a conserva- 
tive estimate for full 1949 would 
be at least $8 per share. Despite 
intensified competition, it seems 
likely that 1950 may bring 
equally good results, or at least 
only moderately less so. Hence, 
continuity of $3.50 annual divi- 
dends seems fairly well assured. 

A good many reasons present 
themselves to support confidence 
in the outlook for stable dividends 
by Westinghouse Electric Corpor- 
ation in the current year. In the 
first three quarters of 1949, the 


company paid only 25 cents a 
share in each period, but in the 
final quarter distributed 65 cents 
for a total of $1.40 a share. In re- 
lation to estimated earnings of 
$4.75 per share in 1949, dividends 
were thus very conservative. In 
connection with this subject, the 
management has hinted that the 
quarterly rate in 1950 might be 
lifted to 40 cents, indicating that 
at least $1.60 may be paid in the 
current year without allowing for 
a possible year-end extra. 


In support of this optimistic 
view, net earnings of Westing- 
house for nine months ended Sep- 
tember 30, 1949, amounted to 
$3.64 per share, the largest for 
any similar period on _ record. 
While production cut-backs in the 
final quarter, caused by scant 
steel supplies, adversely affected 
earnings in that period, it un- 
doubtedly resulted in expanding 
order backlogs that on September 
30 amounted to $603 million. 
Hence the company is getting off 
on a good start in 1950. 


Its large orders for heavy elec- 
trical equipment should assure 
substantial activity in this divi- 
sion throughout 1950, while pro- 





EZIO PINZA 


Makes Personal Appearance 





eee 





“MY FAVORITE, at home or when dining out, is Schenley,” says Ezio Pinza, cele- 
brated star of South Pacific. “It is smooth and sociable. That’s why it’s my choice for 
an enchanted evening.” So follow Ezio Pinza’s advice—ask for Schenley. Rare blended 
whiskey. 86 Proof 65% Grain neutral spirits. Schenley Distributors, Inc., N. Y. C. 
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duction of television equip- 
ment is expected to rise by 75%. 
In the first quarter of the current 
year, the management has pre- 
dicted that its output of refriger- 
ators, electric ranges and dish- 
washers would expand by about 
15%, due to well sustained de- 
mand and since all of these offer- 
ings are of greatly improved de- 
sign. On the whole, therefore, the 
dividends potentials of Westing- 
house Electric Corporation hold 
much promise. 





Securities Disturbing 
Investors 





(Continued from page 457) 


ing antihistamine remedies very 
aggressively. There seems to be no 
reason why Vick Chemical and 
other similar large concerns should 
not start producing their own 
brands of this drug if they con- 
sider it wise, but some time will 
elapse before its efficiency is well 
proven. 

As matters now stand, it takes 
quite a stretch of the imagination 
to conclude that the days of pro- 
longed colds may be lessened on 
any scale that would soon do away 
with the need for cold remedies 
such as those that have made Vick 
Chemical famous. Even so, the 
company is diversifying its pro- 
duction so rapidly that the prob- 
lem arising should not be too diffi- 
cult to solve satisfactorily. On bal- 
ance, accordingly, it would appear 
unwise for present holders of Vick 
shares to liquidate them, and if by 
chance the price should decline in 
weak markets, it might be advis- 
able to average down the price of 
shares acquired at higher levels by 
further acquisitions. 


Patino Mines & Enterprises 


For more than a quarter of a 
century the fabulous Bolivian tin 
mines owned by the Patino inter- 
ests have in some periods brought 
lush profits and in others much 
leaner returns. Currently a num- 
ber of factors have combined to 
disturb holders of Patino Mines 
shares, in turn adversely affecting 
the price. A recent quotation of 10 
was only a point above the 1949-50 
low of 9 and compares with a cor- 
responding high of 1414. Such a 
degree of volatility, though, is no 
novelty to long term holders of 
these shares, for in the past twenty 
years the price has ranged from a 
high of 4734 in 1929 to a low of 
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34% in 1932, and in fourteen years 
the low price was well below the 
current level of 10. 

As to assets, stockholders in 
Patino mines have warranted con- 
fidence in ownership of the world’s 
largest and most valuable body of 
tin ore, a material virtually non- 
existent in the United States. Tin 
is in broad and constant demand 
by a number of our leading indus- 
tries, including producers of con- 
tainers and automobiles, and the 
fact that this company is incorpo- 
rated in the United States and 
headed by an American has al- 
ways stimulated interest in its 
shares. Except in 1930-35 and in 
1939, dividends have been paid 
regularly though at varying rates. 
During the late war, Patino’s op- 
erations were so profitable that 
annual dividends averaged better 
than $3.50 per share. 

In recent years, however, our 
domestic demand for tin has di- 
minished because by newly devel- 
oped tin plating methods employ- 
ing electrolosis, the quantity need- 
ed to do the same job has declined 
by about 50%. As the United 
States consumes about half the 
world production of tin, and world 
supplies have been largely in- 
creased by stepped-up output in 
the Dutch East Indies and British 
Malay States, tin prices have rap- 
idly declined from a level of more 
than $1 per pound to 76 cents, and 
even lower in some world markets. 
The long term prospects for a fur- 
ther continued decline in the price 
are rather clear, for though cur- 
rent supplies in world markets are 
ample to meet all demands in 1950, 
tin output is expected to expand 
both this year and next. 

tino Mines exports most of its 
output in the form of concentrates 
to Britain, being paid in sterling 
funds that it is obliged to convert 
at fixed rates into bolivianos. As 
free markets for tin were estab- 
lished in London only last Novem- 
ber, the company has become ex- 
posed to an increasing risk of de- 
clining prices at a time when de- 
valuation of the pound has greatly 
increased its exchange problems. 
Hence its operating margins are 
likely to narrow rather fast. 

Another discouraging factor is 
the increasingly rigid control of 
the Patino enterprise exercised by 
the Bolivian Government. Politi- 
cal conditions in that country are 
very upset, wages have been 
forced upward to satisfy the work- 
ers and heavy income taxes cut 
heavily into the company’s earn- 
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Seven-league boots with round soles 


Railroad wheels are the seven-league 
boots of the traveling public. Today 
the railroads are operating on faster, 
tighter schedules. ‘This means quicker 
stops—an increasing need for car wheels 
that will resist thermal cracking and 
stand up under the constant pounding 
of severe service. 

Over the years Armco has turned 
out well over 3,000,000 wrought stcel 
wheels, experimenting and testing to 
make them long-wearing and depend 
able from hub to rim. Armco opcrates 
a large wheel works at Butler, Pennsyl 
vania, and maintains one of the world’s 
most progressive rescarch laboratories 
for improving the quality and perform 
ance of steel car wheels. 

Out of this persistent research have 


ARMCO STEEL CORPORATION 


Headquarters at Middletown, Ohio, with Plants and Sales Offices from 
Coast to Coast * The Armco International Corporation, World-Wide 
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ings. Only recently unrest in Bo- 
livia became so serious that the 
Government has declared a state 
of siege. Altogether the outlook 
for normally smooth operating 
conditions from any angle is quite 
dismal. 

On the other hand, the financial 
position of Patino Mines is excep- 
tionally strong and in the course 
of its long history it has success- 
fully surmounted difficult times. 
Because the company’s accounting 
methods embrace revenues ex- 
pressed in both sterling and bolivi- 
anos, it is quite difficult to provide 


come wheels that not only meet stand 
ard specifications set for the industry, 
but also have the extra quality of all 
products sold under the Armco trade 
mark. It’s why Armco railroad wheels 
give such great safety and so many 
miles per wheel dollar. 

The fact that Armco is a major sup 
plicr to the railroad industry is but one 
more example of its diversification of 
products and markets. It is added proof 
that the company is progressive—geared 
to take advantage of every opportunity. 

Armco leads in making special 
purpose steels created to do many par- 
ticular jobs efficiently and economically. 
I'he Armco trademark stands for crea- 
tive steelmaking, forward-looking re 
scarch, and aggressive marketing. 


bR Co 


\/, 


an American investor with a clear 
picture of earnings. This is espe- 
cially true since the recent devalu- 
ation of the pound. In terms of bo- 
livianos, Patino Mines earned 38.4 
bs. per share in 1948, but this was 
only after transfer of the equiva- 
lent of about 42 bs. per share to 
income account from contingency 
reserves. 

Offhand this would indicate a 
net operating loss of 4.4 per share, 
but allowance must be made for 
previously deducted bonus re- 
serves and other adjustments 
equalling nearly 2 bs. per share. To 


475 











NEW 1950 APPROACH 
TO 


INVESTMENT TECHNIQUE 
‘“‘BASIC ANALYSIS” 


By the British Analyst and Writer 
Cc. F. MORDAUNT WILLIAMS 
A completely new approach to the unseen but 
potent forces which make and cancel market 
trends. 
Every investor MUST consider the authors 
conclusions on force strata and the theories of 
The Dominant Trend. 
The Subordination of the Economic. 
Trend and Political Tenor. 
Occupancy of World Power Vacuum. 
You may not agree with the full content of this 
book but it will cause you to revise your 
reasoning. 
Price $3.00 Post Free, Orders by mail only. 
C. F. M. WILLIAMS 
36 West 40th St. New York 














eo COLUMBIAN 
CARBON COMPANY 


One-Hundred and Thirteenth 
Consecutive Quarterly Dividend 
A quarterly dividend of 50 cents per 
share will be paid March 10, 1950 to 
stockholders of record February 15. 
1950, at3 P.M 


FREDERICK H. STOKES 
Secretary 











7, CRowN CorK & SEAL 
¢ ComPANY, INC. 


PREFERRED DIVIDEND 

The Board of Directors has this day declared 
the Regularly Quarterly Dividend of fifty cents 
($.50) per share on the $2.00 Cumulative Pre- 
ferred Stock of Crown Cork & Seal Company, 
Inc., payable March 15, 1950, to the stock- 
holders of record at the close of business Feb- 
ruary 21, 1950 





The transfer books will not be closed. 


COMMON DIVIDEND 
The Board of Directors has this day declared 
a Dividend of twenty-five cents ($.25) per 
share on the Common Stock of Crown Cork & 
Seal Company, Inc., payable February 28, 1950, 
to the stockholders of record at the close of 
business February 7, 1950. 
The transter books will not be closed. 
WALTER L. MCMANUS, Secretary. 


January 19, 1950. 











FIRTH CARPET 
COMPANY 


New York, N. Y. 
DIVIDEND NOTICE 


The Board of Directors has this day declared a 
regular quarterly dividend of $1.25 per share on 
the outstanding 5% Cumulative Preterred Stock, 
payable March 1, 1950, to stockholders of record 
February 15, 1950. A quarterly dividend of 
twenty-five cents ($.25) per share has been de- 
clared on the Common Stock, payable March 1, 
1950, to stockholders of record February 15, 1950. 
The transfer books will not close. 





Graham Hunter 


Treasure r 
January 20, 1950 
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complicate this confusing picture, 
no exchange losses on sterling cur- 
rencies or reserves for this pur- 
pose appear on the company’s ac- 
counts under review. Holders of 
the American shares, however, re- 
ceived $2.50 per share in American 
dollars plus a stock dividend in 
Patican Company, Ltd. shares in 
1948, and two: semi-annual cash 
dividends of 50 cents each in 1949. 
For the information of our read- 
ers, the current exchange rate on 
bolivianos is 42 bs. to the dollar. 


On an appended table we show 
earnings as reported in terms of 
bolivianos for the first quarter of 
1949 and for 6 months ended June 
30, 1949. It will be noted that the 
downtrend in net from 1948 was 
very drastic and may have been 
extended for the full year due to 
the devaluation of sterling. While 
large amounts of accumulated 
earnings may enable this mining 
concern to pay some dividends in 
1950, the outlook is very obscure. 
Patino shares at best are highly 
speculative and it is so difficult for 
the average investor to analyze the 
company’s complex financial state- 
ments that to anyone but a well in- 
formed insider their retention in 
a portfolio would seem unwise. 





Do Rail Prospects Justify 
Market Rise? 





(Continued from page 449) 


ing, buying into such issues which 
already had a substantial advance 
naturally is bound to enhance the 
risk potential. 

Where income is of primary im- 
portance in a rail equity the safer 
course to follow is one which gives 
consideration to preferreds, as 
well as commons. 

Here, the investor could choose 
from the strongly-placed Union 
Pacific, Santa Fe, Reading, Kansas 
City Southern, Southern Railway, 
Chesapeake & Ohio, Erie and 
Wabash. Other good preferreds, 
but not as strong in all essentials, 
are Seaboard, Gulf, Mobile & Ohio 
and Denver & Rio Grande. 

Each stock, whether common or 
preferred, however, must be eval- 
uated on its own merits and quali- 
fications. This is more important 
in rails than elsewhere, for such 
issues represent a controlled in- 
dustry where costs, in large part, 
are inflexible and where a large 
volume of traffic is necessary at 
all times to maintain profitable 
operations. 


THE MAGAZINE OF 


Thus the southern roads oper- 
ating in a growing territory, such 
as Southern Pacific and Southern 
Railway, both offering excellent 
income yields from fairly well cov- 
ered dividends, have naturally the 
edge over most eastern and mid- 
western rails which may be more 
vulnerable in various respects. 

The answer to the question 
whether the upsurge in the rails is 
justified must be essentially left to 
the future but it must be admitted 
there are good reasons to assume 
that the rails this year will do bet- 
ter than last. Behind this belief is 
the availability of more efficient 
equipment and the experience 
gained from handling reduced out- 
put of coal and steel during 1949 
which has given many roads better 
control over their operations this 
year than they ever had before. 

The thought is that they will be 
in better position to carry more 
gross revenue through to net earn- 
igs than they have tor years. This 
particularly if there is no repeti- 
tion of the strikes and weather up- 
sets which plagued the railroads 
during much of 1949, and no repe- 
tition of the “recessions” which 
many industries experienced last 
vear. But a fundamental handicap 
remains: the high level of operat- 
ing costs and their traditional rig- 
idity which renders the railroad 
industry vulnerable to even rela- 
tive.y moderate declines in gross 
revenues. 





1950 Prospects for 
President Truman’s Program 





(Continued from page 431) 


their cost. The spending proposals 
of every Federal department gnd 
agency should be critically exam- 
ined with an eye to sharp reduc- 
tions, and the Hoover Commission 
recommendations for governmen- 
tal reorganization should be put 
into effect and translated into real 
savings. 

If that were done, if Congress 
should attain the goal of a legisla- 
tive budget by determining what 
expenditures the country can af- 
ford and holding this session’s 
special appropriations and author- 
izations within that limit, then 
business confidence would show 
remarkable recovery, for this 
would portend not only realism in 
spending but tax relief and the 
prospect of other incentives which 
business must have to go ahead. 

As it is, the President’s pro- 
gram merely spells more taxes 
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and deficits, in the long run more 
encroachment on private enter- 
prise, and great peril to our long 
term future if the Administration 
continues its present policies with- 
out realistic modifications. 


This regardless of the “dream” 
aspects of an ever expanding 
economy, of a national output of 
$300 billion by 1954, and one tril- 
lion dollars by the year 2,000! It 
may be a relatively simple thing 
to raise the income of every fam- 
ily by $1,000, but the question is: 
What kind of dollars? What will 
their buying power be? And how 
much will they have to kick back 
in Federal taxes? 


For the same reason, one cannot 
enthuse about the idea of letting 
the economy grow up to our 
budgetary requirements without 
first making an earnest attempt 
to balance the budget by a cut in 
spending. The spending - taxing 
formula is not likely to produce a 
pot of gold, but merely a moun- 
tain of paper money of less and 
less value. 


Enactment Is Doubtful 


Ambitious as the Administra- 
tion blueprints are, and regardless 
how much allure they hold for 
the voter for whose “benefit” 
they have been primarily formu- 
lated, the chances of enactment at 
this session are extremely slim 
and the Administration is fully 
aware of it. Its strategy probably 
will be to push forward the Fair 
Deal here and there where it is 
easiest; to keep alive the big is- 
sues of Taft-Hartley, civil rights 
and others, and blame Republican 
“obstructionism” for lack of ac- 
tion on them. And finally, to 
make the most of these issues in 
the election campaign. 


The President will be fortunate 
if Congress enacts as much as 
half of his program. Likely to 
pass are expanded social security ; 
extension of ECA without crip- 
pling cuts; and military assist- 
ance to European nations. 

Defeat is almost certain on 
Taft-Hartley repeal; the Brannan 
Plan; tax increases; compulsory 
health insurance; and civil rights 
legislation. 

Possible but doubtful is rent 
control extension, the Point Four 
program, middle income housing, 
anti-trust legislation and other 
points in the overall program 
where the President faces bitter 
opposition, within his own party 
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Open a savings account in 


LAWN SAVINGS 


Accounts Federally Insured 


to $5,000 


Qo 


CURRENT 
DIVIDEND 


VISIT OUR NEW HOME 








SAVINGS and LOAN 


ASSOCIATION 
Resources over $17,000,000 


Ample surplus and reserves 


3525 W. 63rd St., Chicago 29, Ill. 
WAlbrook 5-6500 


as well as from some Republicans. 

Above all, no one takes seri- 
ously the request for a tax rise to 
cut down the deficit. Even demo- 
cratic leaders think the most Con- 
gress will do will be to make up 
the revenue loss caused by cutting 
some wartime excise taxes, by 
plugging existing tax loopholes. 
Excises with the best chance to 
be cut are those on furs, cos- 
metics, luggage, jewelry, trans- 
portation and communications. 
There will be much pressure for 


others but with chances less 
promising. Congress definitely 


won’t make a clean sweep. 

Thus the legislative accomplish- 
ments of the new session proba- 
bly will be relatively small. Con- 


gress instead will serve as a 
forum for political appeals by 


both sides, looking to November 
7. It will depend on the outcome 
of the next elections, and those of 
1952, whether the Fair Deal as 
envisaged in the Administration’s 
program will ever become a full 
fledged reality. 


e@ Accounts opened before the 10th of each month 
earn dividends from the Ist of the month? 


e NEVER LESS THAN 3%—for the past 26 years? 
e Appropriate Investments for Pension Funds 
... Perpetual Care Funds...Legal Trust Funds... 
Corporate and Individual Accounts? 

e You can save any amount at any time and 
withdraw at your convenience? 
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3525 W. 63rd St., Chicago 29, Ill. 
Gentlemen: 

Enclosed find $ (send check 
for at least $25.00). Open an 
account in following name(s) 

[_] Just send Free Booklet. 





NAME 








ADDRESS 





__ FEE. 


CITY STATE 
eee CE GEE SA OS WE Oe Te 











Which Industries Offer Best 
Prospects for 1950? 





(Continued fram page 434) 


newsprint. Whereas before the 
war, Canadian shipments to the 
U.S. averaged 72 of output and 
22% went to other markets, it is 
estimated that the 1949 percent- 
ages will be 85% and 9%, re- 
spectively. This situation is caus- 
ing some concern, since any fur- 
ther drying up of markets would 
ultimately have a price softening 
effect. 


RAILROAD EQUIPMENT: This in- 
dustry which operated mainly on 
backlogs last year, managed to 
obtain a few new orders in recent 
weeks but it enters 1950 with in- 
dications that business will not be 
as good as it was in 1949. Despite 
the latest modest improvement in 
equipment demand, unfilled orders 
are far short of the level neces- 
sary for satisfactory operating re- 
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sults, and the outlook for future 
orders remains at this time at 
least obscure. 

The freight car backlog of 
12,036 units as of January 1 was 
disconcertingly meager compared 
to that a year ago when orders on 
the books totalled 89,437 units. 
New orders for Diesel locomotives 
have been substantial, yet Decem- 
ber backlogs amounted to only 
950 units (mostly Diesels) com- 
pared with 1,615 in December 
1948. Thus despite the considera- 
ble diversification among railroad 
equipment makers in recent years 
which should tend to sustain 
earnings, the profit outlook is not 
bright. 

tailroad estimates show that 
they contemplate spending some 
$139 million on new equipment in 
the first quarter of 1950, a drop 
of 48.5% from the $217 million 
actually spent in the first quarter 
of 1949. Failing railroad revenues 
caused conservative spending poli- 
cies so far as equipment orders 
are concerned. Another factor 
which caused the railroads to hold 
back was the possibility of lower 
steel prices which would in turn 
be reflected in lower equipment 
prices. Recent action by the steel 
industry in increasing prices re- 
moves this as a reason to with- 
hold equipment buying, thus the 
hope that more liberal spending 
may eventuate. 

For the equipment makers, the 
need is urgent. Unless new freight 
car orders are received soon, 
every car building plant will be 
idle in a few months. A glimmer 
of hope is seen in projected orders 
from several railroads which are 
expected to be placed soon. These 
include 5,000 freight cars by the 
Union Pacific and 3,100 by the 
Southern Pacific. 

Not only did the car builders 
virtually exhaust their backlogs 
for new freight cars, but they also 
made a substantial dent in the 
passenger car orders on hand. 
That backlog is now below 1,000 
cars but still adequate to keep 
manufacturers busy for another 
year. New orders for passenger 
cars were virtually non-existent 
during most of 1949 until the 
Great Northern placed an order 
for 66 cars last November. Stand- 
ardization of various types of pas- 
senger cars developed last year 
and offering significant engineer- 
ing and production economies, 
may however restimulate demand. 

Orders of Diesel locomotives 
comprise a substantial part of re- 
cent bookings by the railroad 


478 


equipment industry, and while 
backlogs are well below last year’s 
peak, recent substantial new or- 
ders will require a high rate of 
activity through the first half of 
1950. However, strong competi- 
tion within the field limits poten- 
tial profits. The Electro-Motive 
Division of General Motors se- 
cured some 67% of all orders 
from Class I carriers in 1949. 
American Locomotive was second 
with 13%, Baldwin third with 
12.5%, followed by Fairbanks- 
Morse and Lima-Hamilton in that 
order. By way of contrast, new 
orders for steam locomotives are 
virtually nonexistent. Moreover, 
higher costs in terms of devalued 
foreign currencies have affected 
foreign business. 

Prospects for Airbrake manu- 
facturers are impaired by the low 
rate of equipment purchases. They 
also are losing the sustaining in- 
fluence of mandatory conversion 
to AB brakes; only about 13% of 
existing freight cars lack such 
equipment. A large proportion of 
these will be scrapped or fitted 
with brakes from retired cars. On 
the other hand, makers of switch- 
ing controls and signal devices 
should maintain a fair degree of 
activity because of ICC require- 
ments for protective devices and 
the need for labor-saving devices 
cutting the cost of the 40-hour 
week in railroading. 

In view of the industry’s lim- 
ited prospects, earnings are likely 
to recede further; particularly 
those of the freight car builders. 
Unless the order outlook changes, 
the industry—with the stated ex- 
ceptions —is not in a favorable 
position. 


FARM EQUIPMENT: The prospect 
is that farm machinery sales 
will be somewhat lower this year 
than in 1949 though volume 
should remain at reasonably high 
levels. One reason for the declin- 
ing trend is the expected drop in 
farm income because of lower 
farm product prices and acreage 
restrictions. Another is seen in 
satisfaction of virtually all the 
pent-up postwar demand follow- 
ing sharply higher sales in the 
final half of 1948 and the first 
quarter of 1949. As to 1949, the 
sales gain of the industry will be 
small at best and a downtrend in 
1950 is widely conceded, enhanced 
by the prospect of sharply lower 
exports as a result of dollar short- 
ages and recent currency devalua- 
tions abroad. 

The sales trend, coupled with 





high costs, narrower margins and 
the possible need for price reduc- 
tions is bound to reduce earnings 
but current regular dividends, 
which are moderate, should con- 
tinue over the nearer term in view 
of the strong financial position of 
most companies. The sales decline 
should be relatively less severe in 
the case of established manufac- 
turers, since farmers are favoring 
the better known makes of equip- 
ment now that supplies are again 
ample. But there may be a ten- 
dency to postpone new orders 
pending price reductions. While 
manufacturers have made few 
cuts so far, indications point to 
more general price reductions in 
coming months to bolster demand. 
On the other hand, because of 
the larger number of machines in 
use, demand for repairs and parts 
can be expected to increase; 
profit margins on such business 
are generally wider than on origi- 
nal equipment and this may help 
retard the earnings downtrend. 


OFFICE EQUIPMENT: Sales of of- 
fice equipment improved during 
the later months of 1949 and lead- 
ing manufacturers are planning 
for a relatively high rate of pro- 
duction this year. But competi- 
tion, as in other lines, has re- 
turned with a vengeance and hard 
selling will be needed to maintain 
the present rate of output. On the 
whole, prospects for 1950 appear 
fairly promising. While there may 
be some decline in sales for the 
full year, the drop is expected to 
fall short of that for industry 
generally, and no more than mod- 
erate earnings declines appear 
likely. 

Despite dwindling backlogs and 
sharply lower shipments of some 
types of equipment, 1949 sales of 
the industry should be off only 
about 5% from the $1 billion to- 
tal estimated for 1948. But earn- 
ings may show a more substan- 
tial drop, perhaps 15%, reflecting 
higher costs, selling and distribu- 
tion charges, and special expendi- 
tures connected with the market- 
ing of improved and new ma- 
chines. The deepest cut in profits 
will be incurred by the _ type- 
writer companies where competi- 
tion is quite keen. Only moderate 
declines are likely where output 
largely comprises bookkeeping 
and accounting machines and spe- 
cialized equipment. Companies 
benefiting from lease rentals prob- 
ably will show gains. These over- 
all trends are likely to color the 
1950 picture as well. 
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Prospects for the new year 
hinge largely on general business 
conditions but any deterioration 
of the latter should be mitigated, 
as far as this industry is con- 
cerned, by the need for labor- and 
cost-saving devices even under 
less prosperous conditions. Broad- 
ly speaking, the industry expects 
that 1950 sales should not drop 
more than 10% and that profit 
margins should not contract much 
over the coming months. 


ELECTRICAL EQUIPMENT: Last year 
saw the first reduction in peace- 
time output of electrical equip- 
ment since 1938. Total production 
in the industry amounted to $7 
billion, only 9% less than the 
$7.75 billion worth of goods pro- 
duced in 1948. In _ perspective, 
these results are now regarded 
highly gratifying considering the 
difficulties which attended the 
business recession during the first 
half of 1949. 

All major appliance lines expe- 
rienced a production drop last 
year as against 1948 since frantic 
efforts of manufacturers during 
the last half to nullify substantial 
cutbacks in the first half were 
thwarted to a large degree by the 
steel strike. In turn, however, this 
has resulted in plans for substan- 
tial production increases early 
this year, and estimates for 1950 
in general point to as good a per- 
formance in the industry as in 
1949. The principal difference will 
be the need for greater emphasis 
on sales and service. 

Producers freely admit that 
they erred in gauging consumer 
demand in the last half of 1949, 
hence the current production 
spurt. Thus Westinghouse will in- 
crease over-all appliance produc- 
tion by 15% ; General Electric has 
announced that it will step up out- 
put of refrigerators and ranges 
without giving any amount of in- 
crease; Philco Corporation plans 
to turn out more refrigerators and 
the same applies to production 
plans of other manufacturers. 

Though the appliance industry 
has finally made its postwar re- 
adjustment, such planning look- 
ing towards equal if not somewhat 
better business in 1950 bespeaks 
confidence in well maintained con- 
sumer demand. The industry is 
now back to a more normal and 
healthier buyers’ market. Electric 
home appliances are in virtually 
full supply, shortages in power 
equipment are largely overcome, 
industrial capacity has become 
stabilized and output of electrical 
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building supplies is matching de- 
mand. The principal development 
in 1950 within the industry will 
be the realignment of competitive 
shares of the available business. 

Indicative of the revived. vigor 
of the appliance market is the in- 
dustry opinion that dealer pipe 
lines for refrigerators and elec- 
tric ranges cannot possibly be 
filled before March 1, and that 
production boosts over 1949 in 
virtually every major appliance 
line can be maintained for 1950 
as a whole. Above all, television 
is expected to continue its steady 
upward climb, on top of the sub- 
stantial forward step it took in 
1949 when 2,750,000 television re- 
ceivers were produced and sold 
compared with 1,100,000 in 1948. 
It should continue as the nation’s 
fastest growing industry in the 
coming year, possibly selling as 
many as 3,500,000 sets. 

In the heavy electrical equip- 
ment field, orders from utilities 
have held not far from 1948 peaks 
and promise to continue high. 
Companies prominent in this field 
are in favorable position because 
of large backlogs, a satisfactory 
rate of new orders and because 
price competition is not normally 
drastic. 

Competition, however will be 
exceptionally keen in every appli- 
ance field, hence it is difficult to 
appraise the profit outlook except 
on an individual basis. A construc- 
tive point is that the improved 
inventory situation removes one 
threat to future earnings. On 
the whole, entrenched companies 
should do at least as well as last 
year with the leaders, such as 
General Electric and Westing- 
house, in foremost position. 

As far as profits are concerned, 
much will depend not only on the 
future trend of demand and sales 
but on price developments as com- 
petition sharpens. This is particu- 
larly true in the television field 
where introduction of new models 
is frequently accompanied by new 
and lower price tags, partly re- 
flecting lower production costs 
but undoubtedly also with an eye 
on the higher competitive pitch. 





Profit and Income 





(Continued from page 459) 


income are not going back to pre- 
war. Large and lasting gains here 
are on the supporting side. And 
more of the liquor business is now 
concentrated in the large com- 
panies than in prewar. That is a 





favorable consideration. On the 
other hand, inventories of aged 
whiskey are piling up; competi- 
tion is intense; selling pyices 
probably will be under pressure; 
and any degree of general reces- 
sion in business, employment and 
consumer spending could lower 
liquor demand materially. Regard- 
less of the fact that the stocks 
have been acting well in the mar- 
ket in recent weeks, this column 
concludes that the risk involved 
in them is somewhat more impres- 
sive than the possible promise. 





Market Reaches 
Corrective Phase 





(Continued from page 427) 
Because the favorable factors in 
the current picture are widely 
recognized, we question whether 
they can put the market signifi- 
cantly higher. On the other hand, 
stocks are at a vulnerable level, 
should investment sentiment 
again turn cautious or apprehen- 
sive. It will, of course, do so in 
due time. Perhaps the most logi- 
cal thing the market could do 
would be to wait a while and seek 
fresh clues from business, with- 
out straying very far off base 
meanwhile. But whether the mar- 
ket is logical or not, the individ- 
ual investor retains the option of 
being sensible and watchful. 

We suspect that the present ex- 
cess of complacency is not con- 
fined to the stock market. The 
Truman Administration now ~ 
drips confidence from every pore. 
It thinks it knows the answer to 
everything, including the business 
cycle. We have some doubts. Con- 
tinue to confine equity holdings 
to good-grade stocks, defer new 
buying, maintain substantial re- 
serves. —Monday, January 23. 





As I See It! 





(Continued from page 425) 


pattern and the unwillingness to 
subordinate this pattern to the 
major need and purpose of check- 
ing communism. 

From this standpoint, particu- 
larly, the outcome of the British 
elections will be of great impor- 
tance to America. For a conserva- 
tive victory would not only mean 
a renewal of vitality for the sys- 
tem of free enterprise but the 
likelihood of more _ purposeful 
U.S.-British cooperation in the 
struggle between East and West. 
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A First Step in Your Program for a 


PROFITABLE 1950 


RY this experiment! Imagine that all your securities were sold yesterday. To- 
day you have nothing but their cash value. 


Then ask yourself, “Should I repurchase my former holdings as offering the most 
outstanding prospects for safety, income, profit—or could all or part of my funds 
be used more profitably in the coming year? Should I invest my cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upona replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be slow to 
recover or may suffer further decline. Selected issues are available which offer a 
substantial income, a good degree of security and dynamic growth prospects if 
your purchases are strategically timed. Many are undervalued as measured by 
earning power, capital assets and 1950 potentialities. 


As a first step toward increasing your profit and income in 1950, we invite you to 
submit your security holdings for our preliminary analysis—entirely without 
obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only tempo- 
rarily. It will tell you how our personal supervision can assist you to strengthen 
your diversification, income and the enhancement possibilities of your account. 
We will evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine or Wat Street. A Background of forty-two years of service 
90 BROAD STREET NEW YORK 4, N. Y. 




















The device shown is the 
IBM Electronic Counter, 
basic unit of IBM 
Electronic Machines 
which compute 
arithmetical problems 
at tremendous speeds, 


A BUSINESSMAN needs a report on his company’s production and 


inventory position, and he has to have it faster than ever before. 


A SCIENTIST, working in the atomic energy field, needs to know 
the exact effect of relativistic mass increases in the slowing down of fast 


electrons. 


AN AIRCRAFT DESIGNER needs to determine the theoretical stresses 
and strains brought about by the use of new-type controls on a jet-powered, 


supersonic plane. 


Today, these intricate requirements and countless others are being met 
at amazingly high speed through the use of IBM Electronic Business 
Machines. 


IBM pioneered in the application of the science of electronics to business 
machines . .. machines which benefit everyone through increasing the 


productivity of industry and science. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
World Headquarters Building 
590 MADISON AVENVE e NEW YORK 22, NEW YORK 








